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FOREWORD 


In September 1961, when Parliament approved the 
Third Five Year Plan, India entered upon a new and more 
intensive phase of economic and social development. India’s 
Third Plan has been conceived as a vital step towards the 
building up, over the next fifteen years or so, of a self-reliant 
economy which can meet the essential needs of the people 
and is capable of moving forward on its own momentum. 
This demands sustained and widespread effort at every level 
of national life. Equally, it calls for greater understanding 
on the part of other nations of India's needs and aspira- 
tions and the magnitude of the tasks to be accomplished. 
Mutual understanding and assistance between nations in 
grappling with the difficult problems of economic develop- 
ment is itself a major element in the growth of a world 
community in which each country contributes to the welfare 
and advance of others in the measure of its capacity. 


Four years ago, against the background of India's 
Second Five Year Plan, the Planning Commission sponsor- 
ed the publication of a study, The New India: Progress 
Through Democracy, in the belief that it might bring India 
and her aims and problems closer to the people of other 
countries. Their interest and appreciation have been of great 
value to India and we have profited from their experience. 
The present study, describing the approach and goals of 
India's plans, especially in relation to her Third Five Year 
Plan, has been prepared in the hope that it may lead to a 
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still wider understanding of her problems, which are indeed 
common fo most developing nations, and to greater ex- 
change of experience between India and other countries 
pursuing the common path of economic development. 


G. L. NANDA 
Deputy Chairman 
Planning Commission, India 
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INTRODUCTION 


INDIA, the second largest and most densely populated of 
` the countries of the world, began its first steps towards 
development just ten years ago as an independent nation. 

Today, the changing face of India, its new vitality, con- 
trast sharply with the long stagnation of the past. In this 
ancient land, so long governed by tradition, the *winds of 
change" are blowing and affecting not only the dweller in 
the city but also the peasant in the field. 

Some of the changes are easy to see—great power dams 
feeding power to industries and cities, irrigation systems 
carrying water to fields once dependent on monsoons, new 
steel mills going up, new mines being opened, new industries 
being started with confidence in the growth of India's eco- 
nomy. Production from Indian industries has doubled; ports, 
highways, railroads are crowded with shipments of steel, 
iron ore, cement and other goods. 

In the villages, India's long isolated rural people are being 
put in touch for the first time with new ideas and help 
— roads to connect them to market, fertilizers and improved 
ploughs for their fields, education for their children. Farm 
production has gone up over 40 per cent during the past 
decade. 

Nearly 20 million more children are now in school; 
engineering and agricultural colleges and scientific institutions 
are bringing new technical knowledge to supplement an 
ancient learning. Health services have almost conquered 
malaria, one of India's oldest scourges. Infant mortality 
and maternal mortality, long among the world's highest, are 
dropping. Life expectancy has risen from 32 to 47 years. 

Yet in a country of so vast a size, with so large 
a population, diverse in language and customs, ten years of 
development are but the first steps. India, though on its 
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way, has still a long road to go to be a "developed" nation 
able to offer equal opportunities for all its people. 

Encouraging as it is, the rate of growth and change is too 
slow to vitally affect over 430 million people, to alter radi- 
cally the structure of India's economy, to produce enough 
food, goods and employment, to replace its old traditional 
order with a dynamic technologically advanced society, to 
raise living standards to anything approaching those tolerable 
in the developed countries. Even today, after ten years of 
growth, the income per person averages only $69 a year—one 
of the lowest in the world. And although Indian incomes have 
been going up, so have those of other countries—fast enough 
to widen rather than narrow the gap between India and the 
developed nations. 

This year, building on gains already made, India begins 
its Third Five Year Plan, the first stage in a new period 
of far faster, more intensive development. Putting in 
redoubled efforts and resources, India hopes to bring about a 
tremendous upsurge in growth, to accomplish as much in the 
next five years as it has in the past ten—and keep up this 
pace in the years ahead. 

The urgent need to speed up India's development, to pre- 
pare now for an even faster rate in the future, has been 
borne home by the very experience, the achievements, of the 
past ten years as well as by the needs of the future. 

In March the new 1961 Census showed that India's popu- 
lation, already very large, is rising faster than estimated even 
two years ago. While population in some other developing 
countries—in Latin America for instance—is going up more 
quickly than in India, India's rate is none the less relatively 
high and adds about 9 million more people every year. Today 
India numbers some 438 million. To provide the minimum 
necessities of life, more employment and somewhat better 
living standards for a population of this vast size, India must 
move fast—far faster than over the last ten years, encourag- 
img as progress has been. 
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At the same time India must also build today for even 
faster growth in the future. In the next fifteen years, even 
with a nation-wide family planning programme, it is now 
expected that India will have some 187 million more people 
—an increase almost equal to the entire present population 
of the United States. India must work fast now to lay a 
"base" today from which more jobs, more goods, more income 
can come in the future to provide minimum standards of 
living and employment for this larger population. 

India today for the first time can also begin to see and 
plan for the day when it will become a more self-reliant 
economy, able to go ahead progressively on its own, able to 
produce the goods it needs for its development—its schools, 
roads and hospitals, its power dams and railways and indus- 
tries—and for creating a better life for its people, chiefly 
out of its own efforts. 

At an early stage of growth this is not possible in a 
vast under-developed country where most of the people live 
on the margin of poverty. The aid in grants and loans which 
has come from friendly countries has greatly assisted India 
in its growth so far; its significance cannot be over- 
estimated. At the same time, looking ahead to its growing 
needs of the future, India feels that it must plan now to 
work itself progressively free of dependence on foreign aid, 
so that as soon as possible it will be more able, out of 
its own resources, to fulfil more of the needs of its people. 

India's Third Plan, and India's thinking for the future, 
have all these aims in view. The Third Plan is itself design- 
ed to meet, all at the same time, the present needs of its 
population, to build for the future, and to work towards 
greater self-reliance. 

To achieve these goals will mean over the next five years, 
and the next fifteen, a tremendous effort, a powerful speeding 
up of every part of the economy, the most careful planning, 


heavy investment in the future, renewed sacrifices widely 
shared. 
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Yet the experience of these past ten years has brought 
a conviction that India can look forward to sustained econo- 
mic progress. 

In part this conviction arises from the groundwork already 


' laid, the sizable’ achievements already made. Among these 


are the encouraging rise in farm production; the notable rise 
in industrial production and particularly the ground broken 
in new and complex industries; the expansion of such basic 
facilities as power and transport which can support a grow- 
ing economy; the considerable gains in education, especially 
technical education, which have already produced sizable 
corps of men and women trained in the new skills India 
needs. 

In part the conviction that India can go ahead faster 
arises also from its experience with development itself and 
with planning ahead for faster growth. Today in India, as 
in some other developing countries of the world, there 
is considerably more knowledge of what development 
involves, what new problems, needs, even conflicts can arise 
and what are possible and probable targets. 

Certainly there is a far clearer view today of what India's 
potential and necessary lines of development are—the need to 
concentrate in particular on agriculture, industry and educa- 
tion, which hold the major promise of India's rise out of 


poverty; the need to concentrate too on efficient manage- 


ment, on productivity to get the utmost returns from steel 
mills, power plants, irrigation systems. 

"There is also considerably more familiarity with the prob- 
lems of growth under pressure and the rising expectations 
and demands of an economy in a period of dynamic, growth. 


India has learned to expect and adjust to the shortages that , 


arise when pressures and demands are high from every side— 
shortages of critical equipment and materials, foreign ex- 
change, trained manpower, transport and power. Such 
shortages, except perhaps during the last war, were almost 
unknown in India’s previous decades of stagnation. Today 
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they add to the complexities and urgencies of careful planning 
to ensure balanced and fast development. 

In these past years the social problems of developing an 
old traditional society have been more clearly seen in terms 
of the new conflicts that may arise in the very process of 
growth. From the beginning—indeed long before Indepen- 
dence—India's whole approach to development has been to 
bring about far-reaching social as well as economic changes, 
to assure more equal social and economic opportunities to 
its people. Today, with the experience of the past years, India 
is able to take even more effective measures to assure that 
the benefits as well as the burdens of development are equally 
shared. 

To change a traditional society, rooted in thousands of 
years of history, into a dynamic one attuned to the technology 
of the modern world was, and is, a tremendous task. To do it 
through peaceful democratic means and by the consent of the 
people makes this task even more difficult. It was inevitable 
that India should use these peaceful and democratic means. 
They are the very methods by which India won its Indepen- 
dence. India has chosen to carry out all its social and econo- 
mic plans at each point with the support and participation of 
the people. Although change and progress may thus seem 
to come at first more slowly, India believes that, by conserv- 
ing social unity and building upon the principles of freedom, 
the changes will be more fundamental and more enduring. 

The people of India today live on the frontier of a new 
world which they are helping to build. To cross this frontier, 
they have to possess courage, enterprise and confidence, for 
the way ahead is long and hard. Yet with all their burdens 
and problems, their effort today to pull their country forward 
in a great national endeavour is part of an inspiring new 
period of the nation’s history. 
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CHAPTER I 
THE CONQUEST OF POVERTY 


BEHIND India’s Third Five Year Plan, as all its Plans 
lies a vision of the future—a time when India has conquered 
the curse of poverty and can assure the masses of the people 
the opportunity to lead a good life. During the long years 
of their national struggle for Independence, the Indian people 
had a similar vision of freedom. It is to redeem that promise 
in full—to assure freedom from want as well as political 
freedom—that India in these last ten years and today has 
deliberately set itself to break with the stagnation of the past 
and begin the long road to development. 

To provide the good life—even a better life—to the 430 
million and more people of India is, as we know, a vast 
undertaking and its achievement is far off. 

‘But surely no lesser goal can be kept in view. Only if 
the most vigorous steps are taken today can the goal become 
a reality, and each step taken must be one designed to make 
that goal nearer and more certain. A 

To prepare its Third Plan India has taken a look ahead 
not only over the next five years, but the next fifteen, to lay 
out a long-range strategy of development and see what targets 
must be set now, what decisions müst be made today. 

The Third Plan thus is based on and is part of a long- 
range strategy, and is a critical phase of a new period of more 
intensive development. The final goal of this strategy is to 
raise living standards for more than 430 million people. In 
a word, it is the conquest of poverty. 

The question is: how can India, building on the gains 
already made, most quickly produce enough and so guide its 
growth that it can lift its millions further out of poverty ? 
What are the ways to speed up progress and to narrow the 
gaps between India and other more advanced nations ? Over 
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the next five years, the next fifteen and more, every possibility 
must be explored, every effort mobilized so that the economy 
can grow rapidly and become more self-reliant in the shortest 
possible time. 

In shaping its Third Five Year Plan, India has taken a 
long perspective view of this question—studying the progress 
that has been made so far, the successes and the failures, the 
new needs and problems—and, above all, India’s potential 
and possible lines of growth. ' 

For India, the conquest of poverty has no short or easy 
answer. India does not have, as do some under-developed 
countries, oil or precious minerals or any single rich resource 
or export crop out of which it can largely pay for develop- 
ment. Nor does it have vast unexplored lands and untapped 
forests, such as have helped some countries in the past provide 
ready wealth and resources for their development. India's 
land area, about one-third that of the U.S., is already opened 
up and for the most part densely populated. Further India's 
is an old traditional society, rooted in thousands of years of 
history. Far-reaching changes in social customs and institu- 
tions are necessary—and have been started—to build up a 
technically advanced society which offers more equal oppor- 
tunities for all. 

The conquest of poverty then cannot come through one 
or two quick and simple lines of action involving small num- 
bers of people, but through a longer and more complex pro- 
cess involving all the people of India. Every part of its eco- 
nomy—its farms, its factories, its mines and forests—must 
produce more; all its natural (and its human) resources must 
. be discovered and developed to the full. 

Over the Third Five Year Plan, over the next fifteen years 
and more, however, India must give a particularly strong 
push to those few priority fields which can most quickly yield 
the highest increase in key production. Here top priority 
clearly goes to agriculture. 
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THE KEY ROLE OF AGRICULTURE 

India is predominantly a rural nation, and will remain 
so for many years. Nearly half of India's total production 
comes from agriculture, as compared, say, with 9 per cent in 
the U.S. or 18 per cent in Japan. Higher crop yields can thus 
give a substantial boost to national income and make more 
resources available for development and higher living stand- 
ards. The rise in farm production so far, though good in 
itself, is still too slow to meet India's needs. Modernizing 
Indian agriculture is thus perhaps the most important single 
key to the fast and widespread economic development of India 
as a whole. 

The possibility of raising farm production very sharply is 
indeed one of India's greatest potentialities and assets. Crop 
yields, although they have risen over the past ten years, are 
still so low (among the lowest in the world) that, if irriga- 
tion, fertilizers, improved seeds and implements can be sup- 
plied more rapidly and widely than in the past and if more 
farmers can be educated to use better methods, enormous 
increases in yields are possible. 

India must also develop its agriculture and its rural people 
for compelling social reasons. About 360 million people, or 
80 per cent of all the people in India, live in villages. Most 
of them depend on farming as a way of life and livelihood. 
Indeed, the roots of India’s poverty lie in its villages. To 
help India’s rural people raise their living standards and 
build a better life is, therefore, an urgent social as well as 
economic goal. 

While stepping up farm production far more rapidly is 
possible, it will not be easy. Better farming methods, to be 
sure, are already spreading—the use of fertilizers, for 
example, has increased seven-fold in the past ten years. But 
farmers all over the world are conservative, clinging to tradi- 
tional ways. For many farmers in India, this traditional con- 
servatism is accentuated by illiteracy, poverty, lack of 
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contact with modern science and attitudes and even by caste 
and social barriers. 


In most of the developing countries of the world, under 
any form of agrarian organization, assuring higher farm pro- 


duction has proved one of the most difficult of all production 
problems. In India, getting millions of traditional small 
farmers to adopt new methods will take time. It will also 
take patient persuasion and active help—more farm exten- 
sion services, more farm supplies, credit and marketing 
facilities, effective land reforms and fair farm prices. 
Irrigation—the life blood of Indian agriculture—must be 
vastly expanded, and more farmers taught to use "wet" 
farming techniques. Eventually irrigation must cover nearly 
half of all India’s farm land—about 175 million acres, com- 
pared to 70 million or so irrigated at present. On the rest of 
India’s farming area which cannot be irrigated and which 
must depend on rainfall, teaching modern soil and moisture 
conservation methods must have a high priority. Far more 
fertilizers, (eventually as much as 4 million tons* or about 
25 tinles more than at present) must be produced by Indian 
industry, as well as insecticides and improved farm imple- 
ments. 

Speeding up India's farm production then is a process 
that will take time, patience, highly efficient planning and 
organization, and increasing industrial support. Yet the 
potential of agriculture is so great, its relation so close to the 
hope of raising rural incomes and abolishing poverty, that 
over the Third Plan and future Plans, supreme efforts must 
and will be made to do so. 


THE GREAT POTENTIAL OF INDUSTRY 


India’s other highly promising road out of poverty lies 
in sharply stepping up production from industries, large and 
small. Because of its natural resources, India has very 


——————— 
*Of nitrogenous fertilizers only. 
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important advantages and considerable potential for indus- 
trial growth. Its known reserves of iron, manganese, bauxite 
are extensive. There is considerable coal, mica and atomic 
materials such as thorium ores. Surveys and explorations 
have already shown the possibility of oil reserves. India's 
famous rivers have a potential for hydro-electric power 
perhaps among the highest in the world. 

From the point of view of industrial growth, one of the 
most important of these resources is iron ore which is both 
relatively plentiful in quantity and of high grade. Here India 
has not only a valuable commodity which it can export to 
pay for some of its other developmental expenses but also 
one out of which it can produce its own steel—an essential 
commodity of all developing countries. India can, more- 
over, with efficient management, manufacture steel from its 
own iron ore at a cost below the existing world market price. 

Taken together, India's resources of iron, coal, and other 
metals and minerals, and its growing supply of skilled man- 
power, provide an excellent base for a steel industry and for 
metal fabricating and processing. This has a double signifi- 
cance for India. On the one hand, with larger supplies of 
steel and other materials, plus a large and growing domestic 
market, India will over time be in a more favourable posi- 
tion to produce the goods needed for its own development— 
machine tools, power generators, electric cables, cement- 
making machinery and the like. India can thus become more 
self-reliant, more able to provide itself with development 
goods which today it must buy from other countries with 
the help of foreign aid. These goods in turn will provide the 
basic supplies for growing industries, so that they can produce 
more consumer and other goods, create more income and 
employment and develop more of that other essential *com- 
modity”— technical know-how. 

__ On the other hand, it is these industries, and the supple- 
mentary industries they help create, that over the years hold 
India's real hope of more diversified and valuable exports. 


CC-0.In Public Domain. Panini Kanya Maha Vidyalaya Collection. 


Digitizad POONQUEST UP POVERTY and eGangotri yy 


The demand for India's traditional exports of tea, jute and 
similar commodities is relatively limited. Metals and machi- 
nery as well as other industrial products, therefore, offer new 
promise for increasing India's export earnings and enabling 
it to pay its own way as a self-reliant partner in world trade in 
the future. The experience over the last ten years and the 
foundations already laid have shown that India can expand 
its industrial production efficiently along lines of real com- 
parative advantage in relation to other countries. 

On industry, India already has a good start. Even at 
the time of Independence in 1947, Indian industry had a 
broader base than that in any Asian nation outside Japan. 
Though still small in terms of India's population and their 
needs, and though concentrated largely on consumer goods, 
it had begun at least to exploit the countrys mineral re- 
sources, and there was some steel and metal-working capa- 
city and skill. An infant small industry had been started, 
although its knowledge of modern tools and techniques was 
far from adequate. Over the last decade, with help and 
encouragement and the stimulus of power and transport 
provided by the government, both large industry and small 
have shown tremendous vitality and competence and ability 
to grow in production and know-how. 

Over the Third Plan and beyond, development of Indian 
industry is in any case dictated for other and urgent reasons. 
Modernizing Indian agriculture, as we have seen, will require 
farm implements, irrigation pumps, fertilizers and  insecti- 
cides. All of them must be produced—as much as economi- 
cally feasible—by Indian industry so that foreign exchange 
costs can be kept down. : 

Moreover, the expected rise in farm and other incomes— 
and in India's population—means a rising demand for con- 
sumer goods. To an extent, this demand is, as it must be, 
restrained somewhat in the early years to provide the savings 
needed for investment in future growth. This is a choice a 
democracy has to make by popular consent in the interest 
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of the nation. But a moderate continual rise in living stand- 
ards is the very purpose of development and is essential in 
a democracy. Domestic industry must in the years ahead be 
able to manufacture at least the basic necessities of a better 
life in India—lanterns, bicycles, medicines, cooking oils, 
cloth, to name a few. Obviously, India cannot afford to 
import the growing amounts of consumer goods needed by a 
population of its size. 

Further, industry will help create the increasing employ- 
ment off the land which must be provided for India's rapidly 
growing labour force. About 70 per cent of India's people 
today depend on farming—as compared to only 44 per cent 
in Italy or Japan for example, or about 15 per cent or less 
in the U.S. and West Germany. Land is already scarce— 
there is too little to provide enough work in agriculture alone 
for the expected rise in population. Under-employment and 
unemployment are now high in India, a characteristic sign 
of “under-development”. Until a country has developed its 
industrial base considerably, it is difficult to absorb even all 
the people coming of age each year to seek and need work. 

Looking at the prospects, then, if India can develop 
now the basic facilities like power and transport, if it can 
get the raw materials, train more skilled management and 
manpower, develop its technology and industrial know-how 
and put in enough capital, very rapid and sizable increases 
in production are possible rather quickly, as has been amply 
shown in the recent years. 

None of these things, of course, are easy. Developing 
industry, like agriculture, is a complex task. 

Further, building many of the advanced industries takes 
time. There is a long “gestation” period from the time a 
factory is planned to the time when it goes into actual and 
full production. The experience of the Second Plan indicates 
that this gestation period in an under-developed economy 
takes even longer than may be first expected. 

Yet complex as it may be to develop industry, its 
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necessity and potential are so great that over the Third Plan 
and in the years ahead the utmost efforts will be made to 
press to the full India's: considerable natural industrial 
advantages. 


EDUCATION AND PRODUCTIVITY 


India's third line of action in its conquest of poverty is 
closely related to the other two. It is to lift up the level of 
productivity of the nation as a whole and gear it to the needs 
of the country. The main key here is education—not only 
general education, but technical education to raise the levels 
of skills and technical know-how on the farms and in the 
factories. For India this is a very urgent problem indeed, 
although compared with some countries just beginning their 
development, India has a comparatively large corps of 
technically trained men and women. At the same time, 
even today, after considerable spread of education, only 
about a fourth* of the Indian people are literate. 

India has already made a strong beginning in general 
education, and in technical training. There are about 43 
million children in school today, another million in colleges 
and technical institutions. India is turning out three times 
as many engineers today, for instance, as ten years ago. But 
it may take 20 years more to produce enough scientifically 
and technically trained people for India's needs. The quality 
and character of training must also be improved. Over the 
next five. years, and over the next 15, technical training 
must have a very high priority. So too must general educa- 
tion—the first and the essential means of opening men's 
minds to new methods and new techniques. 


THE PROBLEM OF POPULATION 


India's hope of raising living standards over the future is 
influenced by another very important factor: whether it can 
cut down the rate of growth of its population and eventually 


*The provisional figure from 1961 Census is 24 per cent. This compares 
with 46 per cent in mexico, 78 per cent in Italy (in 1954). 
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stabilize its population. India’s population, already the 
second largest in the world, is growing at a more rapid rate 
than expected a decade ago—over 2 per cent a year. This 
higher rate is due chiefly to better health conditions which 
are markedly reducing the death rate and raising life expect- 
ancy. This is a usual phenomenon in under-developed coun- 
tries—that improved health conditions begin to show up in 
population increases before the desire for, and knowledge 
about, family planning become widespread enough to help 
reduce population growth. : 

India's 1961 Census has just been completed. As shown 
below, present estimates are that, in the last decade, India's 
population has increased to a total 438 million, whereas 
431 million was a calculation made only two years ago. 
(The Second Plan’s original estimate was 408 million). This 
means that in the past ten years India has added another 76 
million people—almost as many as in the preceding two 
decades, and more than the entire population of France or 
Britain. By 1976—15 years from now—India may have 
added another 187 million people—or, as mentioned earlier, 
about as many as the total present population of the U.S. By 
the end of the Third Plan, India now is expected to have 
492 million people. 

Some idea of how much larger these increases are than 
expected earlier is shown in the estimates of population ` 
growth prepared by the Central Statistical Organization 
(C.S.O.) as late as 1959. ! 


POPULATION FORECASTS 
(in millions) 


19531 1961 1966 1971 1976 


Provisional estimates (based 


on 1961 Census) Ger X 5b 362 438 492 555 625 
C.S.O. estimates (1959) v 362 431 480 528 578 


A high rate of population growth of course limits rather 
severely the rate at which incomes and standards of living 
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can be raised. A rising population means that more food, 
cloth, housing, education, health and other services will be 
needed just to maintain present living standards. Equally 
important, more of India’s scarce resources must be devoted 
just to keeping up with population increase rather than build- 
ing for the future. More employment must also be created, 
especially outside of agriculture. Over the next five years, 
some 17 million more people will come of age to need jobs. 
Over the next 15 years it may be 70 million, of whom two- 
thirds must find work off the land. Providing employment 
for this vast number is a formidable task. 

Obviously then, stabilizing population is an essential part 
of India's strategy of development, and India has become 
one of the first countries to start a nation-wide family plan- 
ning programme. 

Yet, even with urgent efforts to slow down the rate of 
population growth, results cannot, with known methods and 
perhaps more particularly in a country where tradition is 
powerful, be significantly felt for a number of years. Facing 
the fact, India must push forward to keep production ahead 
of the needs of the population it now has and will have in 
the coming years, before any family planning programme, 
however vigorous, can bring it to a point of relative stabi- 
lization. 

Looking at the prospects over the long run, therefore, 

it is clear that India’s hope for raising production, income 
and living standards—and of being able to do so with less 
and less reliance on foreign aid—hinges on several key fac- 
tors. The Third Plan as the critical phase in a new intensive 
period of development is designed to press vigorously on 
them all. 
i First, it hinges on the speed with which India can teach 
its millions of farmers new methods and supply them with 
irrigation, fertilizers, implements, technical help and other 
needs of an improved and highly productive agriculture. 
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Second, it hinges on the speed with which hundreds of 
thousands of workers and businessmen and managers can 
be supplied with the equipment, raw materials, power, fuels 
and transport necessary, and learn new skills of manufactur- 
ing and management. 

Third, it hinges on a rising level of education, especially 
scientific and technical education, that will raise productivity. 

Further, and certainly in the long run, it will depend on 
India's success in slowing down population growth. 

Finally, to a very large degree, it depends, in the initial 
years, upon very substantial increase in the investment being 
made in agriculture, in industry, in education—in short, 
investment in development. 


INVESTING IN GROWTH 


Most countries which have made very marked progress 
over the recent years have put a sizable and increasing part 
of their national incomes into development. Indeed, the pro- 
gress a country makes is very directly related to the amount 
of real resources it can put into development. For example, 
the European Common Market countries and others such as 
the U.S.S.R., the United States and Japan have invested 17 
to 21 per cent over the last decade. Turkey and the United 
Arab Republic and another middle group of countries put 
in about 12 per cent, the Philippines and Indonesia about 
7 per cent. 

In the First Plan, which was a modest first effort, India 
invested only about 7 per cent of its national income in 
development. Today, it is investing about 11 per cent, :in- 
cluding the contribution of foreign aid. To reach the goal 
it hopes for in the next five years, by 1966 India intends to 
put in about 14 per cent or more into development again 
with the help of foreign aid. In 15 years—by 1976—India 
hopes to put in about 19-20 per cent*, or relatively twice as 


psc E 
* Actual amounts to be invested over the Third Plan, $21,840 million; over 
the Fifth Plan (1971-76), $52,500 million (all at 1960-61 prices). 
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much as today, with dependence on foreign aid progressively 
cut down. 

The reason so sharp a step-up in investment is necessary 
is that India like all developing countries has to invest, as 
we have seen, both in the present and the future at the same 
time. This means real sacrifices of income, consumer goods 
and other benefits now, for the certainty of a better scale of 
living and more economic independence in the future. 


PAYING FOR DEVELOPMENT 

To the utmost, India will draw these investment resources 
from its own savings—from taxes on personal and corporate 
incomes, excise taxes and other revenues, from earnings of 
private and government enterprises and from voluntary sav- 
ings. Although a high level of savings is not easy for a 
country where standards of living are so low, India can and 
should do better than it has in the past. 

To finance development over the Third and later Plans 
Will call for far heavier taxes, far greater efficiency, far greater 
sacrifice and austerity. Production as well as imports of all 
non-essential or luxury goods must continue to be severely 
controlled. Exports will have to be Stepped up to earn more 
foreign exchange— even when this means that the Indian 
people will to some extent have to do without some of the 
exportable goods. 

But however great the effort, shortage of enough 
capital and resources is one of the plain facts of "under- 
development" at this stage of India's growth. About 90 
per cent of the First Plan and 80 per cent of the Second 
Plan outlays by government have been financed by India's 
. own efforts. The vital balance has been made up by foreign 
loans and grants. For the Third Plan, a substantial part, 
about 29 per cent of the necessary Plan outlays* by govern- 
ment, is required from abroad. 


IL IUe TUR 
*Or about a fifth of total investment in the Plan. 
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Many of the basic goods needed to develop a country, 
and build up its own productive capacity, can at first come 
only from advanced industrialized countries—critical raw 
materials, equipment, components and “maintenance” goods, 
such as power generators, earth-moving and other machinery, 
railway equipment, tool-building machinery, fertilizers and 
oil. 

The need for these goods increases as development picks 
up speed and is at its height just before and during the stage 
when a country is making its critical effort to become “self- 
generating" and self-reliant, and able to go ahead on its own. 
The stage has been sometimes described as one nearing the 
“take-off” point for an economy. Because of the progress India 
has made over the past ten years, it is now one of the under- 
developed nations approaching this phase of development, 
although for a country of this size, a large and pervasive 
effort is needed to enable India to enter this period of more 
rapid growth. The needs for foreign equipment and supplies 
are, therefore, now and over the next decade or so, at their 
peak. 

Indian exports will pay for a part of these goods, and 
these exports are to be developed and diversified, as we have 
seen. But exports and other foreign exchange earnings will 
not pay for them all. Here is where the dilemma of such a 
large under-developed country arises. In order to work 
towards self-reliance both import saving and. export indus- 
tries must be expanded. Yet for the most part these are, or 
depend upon, the "heavy" industries requiring large amounts 
of equipment and machinery and power and transport facili- 

.ties to get going. Thus, to build up domestic production of 

these goods demands, for a time, a step-up in imports which 
cannot be paid for out of export earnings. Foreign assis- 
tance is thus necessary to help get over the “hump” of these 
early years when the country is building up its own produc- 
tive base. 

The foreign assistance that India has already received 
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hàs been substantial, and has played an especially important 
role in hastening India's growth. India particularly values 
this help, since it provides the means for greater self-reliance 
in the future. At the same time, India feels it must raise 
itself by its own efforts to the utmost extent possible, and 
work towards reducing its dependence on foreign assistance 
as soon as it can. 


TOWARDS SELF-RELIANCE 


In summary then, India's efforts towards self-reliant deve- 
lopment must be made up of many parts. Some kind of 
self-reliance is, of course, possible by accepting.a slow rate 
of growth out of poverty. But what India must do, as we 
have seen, is to achieve a far faster rate of growth to meet 
the rising demands of its people now and in the future. 

Self-reliance then must become possible at a dynamic 
tate of development. To achieve it, India must pattern its 
growth to produce more and more of the development goods it 
needs; it must restrict imports to essentials; it must deli- 
berately phase its growth to produce more exports to pay its 
own way when buying abroad. It must gather considerably 
more taxes and savings to invest in development, even at the 
cost, for the time being, of some sacrifices and austerity. 
Such are the essential ingredients of “self-reliance”. 

Progress towards self-reliance does not mean a search for 
self-sufficiency. Rather it means that as the Indian economy 
grows, India will, like other developing countries, change 
the amount and character of its imports to many new kinds 
of advanced machinery, raw materials and consumer goods. 
Yet at the same time, India will be better able to produce for 
the world market. It is a developed, not an under-develop- 
ed, nation, which is the most vigorous customer in world 

trade. In short, for India self-reliance means an economy 
going forward at a faster rate of growth, but one more and 
more able out of its own resources to pay for its own 
development. i l Dës 


~ 
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PLANNING FOR GROWTH 

India's chances of rising more quickly out of poverty 
depend also on its skill and determination in mobilizing and 
directing all its efforts and. resources to the job. 

Countries already highly developed have not always seen 
the need to plan for future growth, although many have done 
so in a period of emergency such as war, or to achieve some 
particular goal like development of nuclear energy or the 
conquest of space. 

A country facing, as India is, an emergency of develop- 
ment for its people as a whole, cannot move ahead—cer- 
tainly it cannot move ahead fast enough—without clear 
thinking as to what its goals are, and careful planning on a 
democratic basis to choose priorities and to help mobilize 
and guide all its resources towards meeting them. In its race 
to raise living standards for a rising population, and build for 
a future less dependent on foreign aid, India must concen- 
trate its resources on carefully determined priority needs. 
At this stage, it cannot afford the freer yet haphazard deve- 
lopment of a richer nation with a hundred years to grow. 
Time is short and resources scarce; essential elements of 
development cannot be left to chance but must be deliberately 
stimulated or created at the earliest. 

Planning, therefore, is urgent to provide, as quickly as 
possible, supplies of food and basic raw materials, fuels and 
transport and power, to assure that essential industries are set 
up, to train enough engineers and other skilled workers for 
priority production, to set up farm extension services, train 
teachers, and build medical and agricultural colleges, to 
expand banking, credit, marketing and supply facilities for 
farmers and industry. Few of these things will happen soon 
enough unless they are made to happen. 

The demands on the economy are great and growing. 
The pressure for higher living standards, for more education, 
health and welfare services, the pressure from private and 
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government enterprises for more raw materials and equip- 
ment, for skilled workers and administrators, for more power 
and transport, the rising expectations of the people them- 
selves—such pressures as these are being increasingly felt 
as the economy swings into a more dynamic period of 
growth. 

Yet at the same time, at this stage, foreign exchange, 
equipment and raw materials and trained manpower are 
scarce and India's resources slender. As a result, it is 
essential to allocate them, as other countries have done in 
times of emergency, to priority targets democratically agreed 
upon, and assure that all parts of the economy keep in 
.balance to prevent costly bottlenecks and delays. As is 
familiar in many countries which have tried to reach a 
national goal in a time of emergency, asserting such priorities 
means allocating scarce supplies to essential programmes 
and licensing for manufacture and import. 

The other main function of planning is to determine how 
much resources can and must be raised—by both govern- 
ment and private enterprises—to finance development with- 
out undue inflation or pressures within the economy. Later 
pages discuss this crucial problem of raising resources; the 
Third Plan's proposals for doing so are an integral part of 
the Plan itself. 

In a fast developing country, planning, of course, cannot 
be inflexible or arbitrary, but must be a continuing process, 
with goals, targets and resources re-examined periodically in 
the light of actual progress and experience. While long-range 
goals and needs can be broadly laid out—as India has just 
done for a period of fifteen years or more—India has chosen 
a five-year span as the most convenient and manageable 
planning period for analyzing needs, setting targets, and esti- 
mating resources to meet its goals. Each year, too, especially 
at the time of the annual budgets of the Central and State 
Governments, progress, priorities and policies and phasing 
are studied. "The Plan can thus be kept flexible and all 
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programmes kept in balance with each other, with resources, 
with new factors that come up and with the country’ s social 
and economic needs. 

The Third Plan, like each of the two earlier Plans, was 
drawn up by India's Planning Commission, in consultation 
with the States and Central Ministries, and discussions with 
private organizations and industries. This agency was set 
up in 1950, in one of India's first acts as a democratic re- 
public, to look ahead to the needs and goals that would 
enable the country to develop and bring about the economic 
and social regeneration of its people. 

In essence, the Third Plan, like the Plans before it, 
attempts to set challenging yet possible targets which must be 
achieved if India is to raise the living standards of her over 
430 million people. It attempts to outline the direction in 
which all parts of the economy must move to win these 
targets, and the national effort and resources that must be 
mobilized to do so by the State and Central Governments, by 
private enterprise and by the Indian people. 

As is necessary and fitting in a democracy, at all stages 
of preparation of the Third Plan, as of earlier Plans, there 
has been considerable discussion—by Parliament, the State 
Legislatures, by the press, by public and panels of experts 
in special fields, by committees representing major private 
industries. 

A Draft Outline of the Third Plan was issued over a 
year before the final Plan was presented to Parliament in 
August 1961, so that its objectives, priorities and targets 
could be reviewed in detail with the widest public discussion. 
The criticisms and suggestions received were studied and 
greatly helped the Planning Commission in preparing the 
final Plan and also the Ministries and State Governments in 
preparing their detailed proposals. 

All Five Year Plans are submitted to government and to 
Parliament for approval. Responsibility for taking decisions 
for carrying out plans rests with the Central Ministries and 
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the State Governments. The Plan is in no sense a law but 
serves as a general guide to action. An important function 
of planning, however, is to watch and help evaluate progress, 
so that priority programmes do not lag or get out of balance 
with each other. 

While preparing the Third Plan in careful and practical 
detail, India also devoted considerable thought and effort to 
long-term "perspective" planning, which is essential for a 
country with deep-rooted social and economic problems, with 
a growing population and a long hard road ahead to make 
a real impact on Indian incomes and living conditions. 

To make long-range planning more accurate and effective 
the Planning Commission is stimulating in various govern- 
ment agencies and in leading university and research insti- 
tutions, economic and social research in many key fields, and 
studies in natural resources which can give a comprehensive 
view of India's long-term problems and possibilities for 
growth. Even though considerably more detailed and speci- 
fic work needs to and will be done, it is already clear that 
the potential for development of India's natural resources is 
vast and, with systematic study and exploration, may be in- 
creased far beyond present expectations. To assess and 
assure their development is one of the major and most re- 
warding jobs in planning. 


TARGETS FOR 1966 AND 1976 

Taking all factors into account—how fast India can push 
farm production, industry and education, how large an in- 
crease in population is expected, how much resources can 
be put into development, how well India can plan and mobi- 
lize its efforts, what India’s potentialities are for growth— 
India has made some careful estimates of how far the eco- 
nomy can go in the Third Plan. These Third Plan targets 
are given in detail in later pages. 
"India has also made some tentative projections for the 
years ahead. Such projections are necessary for each five 
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years, each development period, so that India can direct all 
its energies into meeting priority goals now and measure its 
progress as it goes along. India began this process with the 
First Plan. 

Today, looking ahead over the five years of the Third 
Plan, and the next fifteen years or so, India has been able to 
estimate some key targets it hopes to achieve. They are 
high targets and will not be easy to reach. But with the 
greater understanding India now has of the development 
process and of its own potential and if utmost efforts are 
made, India believes the goals are within the range of possi- 
bility. 

One of these is to double the nation's income in about 12 
years or so. India’s present national income, even after the 
considerable rise over the last ten years, is about $30,450 
million—less than that of the State of California which has 
15 million people against India’s 438 million. By 1966, 
the end of the Third Plan, the income target is $39,900 
million. Looking more broadly ahead, in fifteen years, that 
is by 1976, India expects to be able to achieve an income 
of $69,000 to $71,000 million.* 

If India does succeed in bringing its national income to 
these levels, income per person will go up from $69 it is now 
to about $81 in 1966, and to about $111 in 1976, taking 
into account the expected growth in population. Roughly 
this will mean that even after fifteen years of intensive 
growth, the average income per person will be a little over 
a third of what Japan has today—an indication of how far 
and how fast India has yet to go. 

To reach even these targets will require a substantially 
higher rate of growth for the economy as a whole—as close 
as possible to 6 per cent a year, as compared to an average 


*Present estimates for national income are: 1961, $30,450 million; 1966 
$39,900 million; 1971, $52,500 million; 1976, $69,000 to $71,000 million 
(all are in terms of 1960-61 prices). As a basis of comparison, Japan’s income 
(1959) was about $28,000 million; West Germany's about $48,000 million; and 
the United Kingdom’s $53,000 million. 
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of just under 4 per cent over the past decade. To achieve 
these goals will also require the high step-up in investment 
referred to earlier—from 11 per cent of national income 
today to 14 per cent or more in 1966, and to 19-20 per cent 
by 1976. 

Looking ahead at how fast India must go to provide a 
better life for its people and to progress towards self-reliance, 
India, after making its careful estimates of Third Plan targets, 
has tentatively set some preliminary key goals of production 
capacity that should be possible ten years from now—in cri- 
tical fields—for steel, machinery, power, coal, foodgrains and 
exports*. Setting such provisional targets as these has a 
real importance now as India begins its Third Plan and pre- 
pares for the expanding needs of the future. 

With India’s long-run needs in mind, better decisions 
must be made today and sharper priorities fixed to meet not 
only the Third Plan’s goals but also to prepare the ground for 
faster growth in the years ahead. 

India has equally important social aims and these are 
described in the next pages. For India, development involves 
not only far-reaching technological but also social changes 
to assure that the benefits of growth are more equally shared. 

How fast India is moving now, how far it has come in 
these past ten years, what it has learned, is also told in the 
following pages, which review the past decade of growth, 
and the approach and detailed proposals and programmes 
for the Third Plan. Much has been done; infinitely more 
remains to be done. However high the targets India sets 
today for the Third Plan itself as well as later years, they 
are small indeed in relation to India’s size and to the long 
enormous task ahead of conquering poverty in this vast and 


ancient land. 

*Some of these tentative targets for 1971 are: 18-19 million tons of steel ingot 
capacity, about five times as much as today; 21-23 million KW of power, four 
times as much as today; 170-180 million tons of coal, three times as much as 
today; 125 million tons of foodgrains compared to 79 million or more today; 
$3360 million worth of machinery, ten times as much as today; and $2700 to 
$2900 million worth of exports, twice as much as today. 
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CHAPTER II 


PACING SOCIAL GAINS WITH ECONOMIC 
. PROGRESS 

ALTHOUGH the conquest of poverty must of course be 
the starting point, India's goal is not economic growth alone. 
Rather, the whole purpose and reason for development is to 
provide the masses of the Indian people with the opportu- 
nity to lead a better life. In a country where the great 
majority of people live so close to the margin of poverty, the 
claims of social justice have great urgency, and a democra- 
tic society must see to it that not the few but all its people 
share, as equally as possible, in the benefits of the country's 
advance. This is especially true since, in the early 
stages of development, full employment is not as yet possible 
and the country cannot devote itself entirely to improving 
living standards but must invest in future growth. 

As India sees it, economic development is but a means 
to an end. What India hopes to achieve is a society which, 
though based on its own traditions, is efficient, progressive, 
capable of growing rapidly, without a great gulf between 
the rich and the poor, nor economic power concentrated in 
the hands of the few; a society which, without caste or class, 
has a strong sense of social unity and mutual obligation under 
a democratic system of government. Many of the advanced 
nations today already have or are reaching towards this 
kind of society. India calls it a socialist pattern of society, 
using socialist not in a doctrinaire but in the broad sense of 
the word. 

Pacing social gains with economic growth is not easy, 
as history testifies. In some countries in the past, the early 
stages of industrialization were for a time accompanied by 
great inequalities, by a widening gulf between rich and poor, 
by growth of monopolies and concentration of economic 
power in the hands of a few. 
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Similarly, in many developing countries today there is 
concern how the benefits of development can be spread not 
only to the few, but to the majority of the people; how, as 
new industries, trades and mines are opened up, proper 
social policies can be devised to assure to the people as a 
whole more employment, education, health services, better 
living standards and opportunities. 

India’s struggle for Independence from its very begin- 
ning had a large element of economic thinking and social 
reform. Political freedom indeed was considered the essen- 
tial means to overcome mass poverty, to help farmer and 
craftsman, to remove privilege and injustice as well as to 
stimulate new industries and technological growth. It may 
be remembered that the freedom movement was being car- 
ried on, moreover, at a time when in most of the advanced 
countries of the world, under the impact of many forces 
including the great depression, considerable rethinking was 
taking place on the problem of employment, distribution, 
social security, the role of labour and of monopolistic con- 
centrations of wealth in a free society. 

As India’s political struggle developed and spread, its 
social content became deeper and, under the guidance of 
Mahatma Gandhi, grew more and more identified with social 
and economic aims, and uplift of the depressed and under- 
privileged. 

The Constitution of the new India strongly reflected 
this concern with social reform. It set forth as the country’s 
“directive principles” that it should strive “to promote the 
welfare of the people” by securing “a social order in which 
justice—social, economic and political—shall inform all the 
institutions of national life”; further, that it should help 
secure “adequate means of livelihood” for all, and assure 
that the economic system—both in its ownership and opera- 
tion—served the common good. ` ` 

"These general principles were given a more precise direc- 
tion in 1954 when the Indian Parliament adopted what it 


CC-0.In Public Domain. Panini Kanya Maha Vidyalaya Collection. 


Digitized by Arya Samaj Foundation Chennai and SNO d 
30 TOWARDS A SELF-RELIANT ECONOM 


called a “socialist pattern of society" as the aim of economic 
and social policies. Later, in the Second Plan, India defined 
the socialist pattern more closely : “Essentially, this (phrase) 
means that the basic criterion for determining the lines of 
advance must not be private profit, but social gain, and 
that the pattern of development and the structure of socio- 
economic relations should be so planned that they result not 
only in appreciable increases in national income and em- 
ployment but also in greater equality in incomes and wealth”. 

Ever since Independence then, two main aims have 
guided India’s planned development—to build up by demo- 
cratic means a rapidly expanding and technologically pro- 
gressive economy and a social order which can provide more 
equal opportunities to every citizen. 

India has had special reason to be concerned that all its 
people, rather than the few, share in the benefits of develop- 
ment. In India of the past, there had long been a great 
gulf between the elite and the privileged and the hundreds 
of millions of the poor. Bound up in its old traditional 
society and petrified to some extent by colonial rule, were 
the privileges of landed wealth under the semi-feudal systems 
of land ownership, the privileges of caste, and also a grow- 
ing contrast in income, education and opportunity between 
the cities and the villages. These old patterns in India’s 
social structure presented many basic conflicts and barriers 
to economic growth. Such patterns are the first to fall as a 
country develops under a democratic system of government, 
and some of the old distinctions are already passing. Planned 
development must hasten the process. 

One of the signs of development is the growth of a mid- 
dle class, in between the extremes of rich and poor, and 
this class has been rapidly growing in India, through the rise 
of industry and trade, the spread of employment and 
education. : 

Yet at the same time, the very act and dynamism of 
economic growth—especially the growth of cities and of 
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industry—tends to introduce certain new inequalities in 
levels of income and opportunity. Those in the cities, or 
those who already have special advantages in training, skills, 
wealth or privilege and economic power tend to go ahead 
far faster than the rest. The gulf between the rich and 
privileged elite and the less privileged low income groups, 
and between opportunities and living standards in the city and 
the village, may tend to widen. 

As India has prepared its Third Five Year Plan, and 
looked back on the experience of the last decade, it has 
been possible to see in sharper focus some of the problems 
shown up by the early stages of development and some of 
the areas of possible conflict between social and economic 
goals. 

Three social aims are of particular concern, while India 
pushes ahead as fast as possible with economic growth. One 
is to assure, specifically and deliberately, that more equal 
opportunities become available for all, regardless of class, 
caste or region. Another is to reduce as much and as soon 
as possible the present inequalities of income and privilege 
and prevent new inequalities from arising. Further, India 
is also concerned to prevent the growth of monopolies and 
concentration of economic power in the hands of a few. 


MORE EQUALITY IN INCOME AND OPPORTUNITY 


What is meant by “more equal opportunities" ? Cer- 
tainly the start is some assurance of the basic necessities of 
life—in particular, food, work, a chance for education, some 
reasonable health protection and housing, and income 
enough to provide at least tolerable living standards. Many 
— indeed most—of the Indian people do not have this 
assurance; some fall far below what even in India are con- 
sidered tolerable living standards. 

Basically, the problem of providing more equal Oppor- 
tunities for all is one of making India grow far faster and 
produce far more—and thus have more for all to share. 
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Poverty itself must be conquered and, as we have just seen, 
the conquest of poverty is a long way off. 

Yet as India grows, proper planning and social policies 
can help direct the pattern of India’s growth to provide 
higher production and at the same time, as rapidly as pos- 
sible, more opportunities more widely and fairly spread, and 
a more equitable distribution of income. 

Perhaps the greatest inequality both in income and op- 
portunity is that between the man who has a paying job and 
the man who is unemployed. As we have seen, in an under- 
developed country, particularly one so densely populated as 
India, the rate of growth is not in itself great enough to pro- 
vide full employment before basic industry has been fully 
established and strengthened. It will take time for industry, 
agriculture and trade and services—however fast these €x- 
pand—to create the employment needed. 

At the same time, the new development programmes of 
the Third and later Plans will be creating considerable new 
job openings and putting more people into employment, in- 
to new trade and industrial opportunities. More people will 
thus find their way into the middle-income group- In 
addition, to enable the lowest income groups to meet their 
minimum needs, India also intends to start over the Third 
Plan a large-scale public works programme in rural areas, 
especially in densely populated regions where unemploy- 
ment is high, and at times of unemployment in the slack 
agricultural season. Yet even with all such development 
programmes, there will still be a backlog of unemployed. The 
immediate and the long-range solution can lie only in faster 
growth of the country as a whole. 

At the same time, because of its history, India has felt 
a particular concern, as it tries to bring up the levels of the 
lowest, not only to correct the inequalities of the past, but 
to see that the present gulf between rich and poor does not 
widen or new inequalities develop. 

One of India’s first efforts to correct traditional inequali- 
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According to the Prime Minister, the great river valley projects 

and industries that are coming up in India are the temples of her 

E new age. Here is a view of the Gandhisagar dam photographed 
when under construction. It is part of the Chambal project. 
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In fulfilling the agricultural targets set for the country, modern 
implements have as important a role to play as irrigation, fertilizers 
and credit supply. The Community Development movement is 
popularizing new steel ploughs (like this one used by a farmer in 
Rajasthan) and other implements. 
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The 740 feet high dam at Bhakra, It has become a-byword for 
India’s development effort, 
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ties has been to introduce, beginning very shortly after Inde- 
pendence, land reforms which would strike at the old evils 
of oppressive “landlordism” and give the farmer a greater 
incentive to produce more on the land he tills. The prin- 
cipal reforms have been to abolish the semi-feudal "tax- 
farming" system, to cut down some of the excessive rents 
demanded of share-croppers and tenant-farmers and set a 
ceiling on the amount of land any one landlord may hold. 
These reforms have made some progress, though not as 
much as hoped, and tighter enforcement of the new reform 
laws is necessary. 

Another means adopted to assure more equal opportu- 
nities and living standards and correct inequalities, past and 
present, is more widespread education and other social ser- 
vices. In advanced countries such services, especially edu- 
cation, have played a very important part in giving all groups 
and classes an equal chance to rise up the economic and 
social ladder. In India too they will have a similar effect. 
While not all advanced social services can be afforded until 
the economy is far more developed, the spread of education 
is a vital social goal in a democracy, and a vital ingredient, 
as we have seen, in the development itself. 

Education will be emphasized over the Third and later 
Plans on a broader scale than has been possible so far, begin- 
ning in the Third Plan with a target of free compulsory edu- 
cation for all children 6-11 years old. Vocational and 
technical training, which will be especially stressed, in parti- 
cular enables young people to rise more freely up the econo- 
mic ladder as well as provides basic skills needed for 
development. Merit scholarships to enable promising young 
people regardless of income to follow-up their education are 
being introduced on a nation-wide scale. For India’s back- 
ward classes—its tribal people and Harijans*, so long at the 
bottom of India’s economic and social structure—there are 
special programmes of assistance, again particularly in 
education. 


SS 
*The word Harijan means “child of God”, the name given by Mahatm ` 
to the so-called lower castes. y a Gandhi 
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In industry and the cities, inequalities in wealth and 
opportunity are a particular and complex problem at this 
period of India’s growth. In all advanced countries these 
inequalities have already been greatly reduced. In a newly 
developing country, unless deliberate efforts are made very 
early there is in the first stages, as we have seen, a tendency 
for them to become even larger than before. 

Here, India as a democracy, while pushing ahead to 
bring up incomes as a whole, must take specific measures 
to cut down the spread between the higher and the lowest 
income groups. The means most widely used in advanced 
countries is the income-tax, and special taxes such as a capi- 
tal gains tax that will cut down unreasonable profits from 
Jand speculation or trading. Extension and improvement of 
India’s tax system, especially to prevent tax evasion, are very 
necessary and India intends both to broaden and tighten up 
tax collection and deal severely with tax evasion. 

By these means, plus a faster pace of overall growth, 
India hopes over the next ten or fifteen years to raise in- 
comes of lowest income groups and to narrow the spread 
between the highest and the lowest. A spread of no more 
than 30 times between the highest and the average family 
income has been suggested as a possible target, although no 
ceilings are being set. 

The gap between farm incomes and city incomes in 
particular tends to widen with the first stages of industriali- 
zation. Since most of India’s people live in villages, this is 
a significant problem. To keep this gap as narrow as possible 
means pursuing several policies, all of great importance— 
improving farm production, providing more employment off 
the farm especially through rural industries and local works 
projects, providing adequate education and social services in 
rural areas, and setting a farm price policy fair alike to 
farmers and city dwellers. The community development 
farm extension service has a key part to play in serving as 
a spearhead for bringing new opportunities and more income 
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to the villages, and to assure more opportunities for the 
particularly depressed rural groups. 

At the same time, for many in the cities, perhaps more | 
particularly for unskilled villagers who migrate in search of 
jobs, the tremendous growth of India's cities has led to a 
growth and worsening of slums and living conditions. For 
other city dwellers, especially those speculating in land and 
property, it has meant, as noted earlier, new quick wealth 
and brought about greater inequalities in income and oppor- 
tunity compared to the rest. Special measures are necessary, 
and will be taken, to improve city living conditions—among 
them State purchase of land in and near cities to prevent 
speculation, city planning, housing and land allotment 
policies designed to help the lower income groups, slum 
clearance and improvement, well-enforced taxation of 
capital gains and urban property. Holding prices steady 


` of the necessities of life, especially food, is essential for 


both city and village dwellers, and for all fixed income 
groups. 

A. special committee set up by the Planning Commission 
is now studying the changes that have taken place in living 
standards and in income and wealth distribution over the 
past ten years, and India will keep a very close watch to see 
that the benefits of economic growth are spread as widely as 
possible. 

India is also encouraging movements through which the 
public can play a leading part in securing social justice— 
through trade unions for example, through universities, 
through cooperatives and other voluntary organizations, all 
of which in their special ways have done much in other 
countries to give support and leadership to social policies 
promoting “the general welfare" of the people as a whole. 


PRIVATE, GOVERNMENT AND COOPERATIVE ENTERPRISE 
The way that the Indian economy develops has very 
close bearing on how quickly it can grow and bring about 
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social justice and wider opportunities. Since long before 
Independence, but particularly over the past decade, India 
has been evolving its own economic system suited to its own 
needs. Instead of borrowing a system developed to meet 
another country’s particular conditions, India intends to take 
advantage of every possible way of economic growth con- 
sistent with democracy and its own economy and social 
aims. 

What India has now and intends to encourage in the 
future is a pattern of government-owned essential industries 
working in harmony with vigorous private and cooperative 
enterprise—'a mixed economy”, with each sector comple- 
menting the other and contributing to the development of 
the nation as a whole. At the same time India believes, in 
keeping with its long-considered principles of economic and 
social growth expressed in its Constitution, that the govern- 
ment sector must expand in order to put itself in a more ` 
strategic position to stimulate growth throughout the eco- 
nomy, to assure smaller private industries and cooperatives 
an equal opportunity to grow, and prevent undue concentra- 
tion of economic power in the hands of a few. 

A perspective look at India’s economy today presents 
the following picture : 

Private enterprise now accounts for the major part of 
all production. It consists not only of large industries but 
also the millions of farmers, craftsmen, traders and small 
businessmen who together make up so large a part of India's 
total population and economic activity. Virtually all of: 
Indian agriculture is owned and run by private farmers, most 
of them small peasant owners. The new vitality of small 
private industry (in part the result of India’s small industry 
development programme) has been one of the outstanding 
and hoped for social and economic changes of the last de- 
cade. ‘Trade, housing and construction are other fields 
where private enterprise plays the leading part. 

Large-scale private enterprises today play a key role in 
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the nation's industrial production and their response and 
performance. in India's development already have been con- 
siderable. Private industrial investment* has tripled in the 
last ten years. By the end of the Third Plan, it is expected 
to be four times the level of 1950-51. 

The government at the same time has taken a very active 
part in developing certain industrial fields, where very large 
capital investments must be made—in power, transport, 
steel and metals, heavy machine-building. In an under- 
developed country and one where private industry had long 
concentrated largely on consumer goods, such vigorous 
action by government in critical fields has been essential to 
assure that such necessary supplies and basic facilities are 
available rapidly enough to speed up India’s rate of growth. 
The lively growth of private industry over the last ten years 
—far faster than in previous decades—has been due mainly 
to the new opportunities provided by expansion of the 
economy, particularly in power, transport and heavy indus- 
try, under planned development and government initiative. 

Over the Third Plan the government will continue to 
take the initiative in providing more of these facilities, and 
continue to create an atmosphere favourable to the growth 
of private industries, specially of small and medium-sized 
firms and progressively of cooperatives. In view of the 
demands for far faster production and growth in the years 
ahead, and the need to assure that all parts of the economy 
have equal opportunities, the government sector is expected 
to grow both absolutely and at a faster rate than private enter- 
prise. 

It is mainly in the field of large-scale industries that the. 
question arises whether a particular type of industry should 
be assigned to government or private enterprise. The part 
which government plays is guided by the Industrial Policy 
Resolution adopted by Parliament in 1956, in which the 
special roles of government and private enterprise were 


* As measured by fixed assets. i 
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described. In general, the government is expected to pro- 
vide especially for further development of industries which 
are of basic and strategic importance* or which are in the 
nature of public utility services. Other industries such as 
machine tools, essential drugs, basic chemicals, may be 
undertaken by the government to the extent necessary, 
although private enterprise is taking a vigorous part in such 
fields. Consumer industries are almost entirely in the hands 
of private enterprise and to some extent of cooperatives. 
Private enterprise, thus, has a large field in which to develop 
and expand. 

Over the Third Plan, as over the last few years, the roles 
of government and private enterprises are thought of as 
supplementary and complementary to each other. In the 
case of several basic industries—fertilizer production and 
coal mining for example—where the government expects to 
play a major role in new development, private enterprise 
will also enter the field in a bigger way than in the past and 
supplement government's efforts. Private plants are already 
producing steel; other small ones will produce pig iron. 
Private manufacture of dyestuffs, plastics and drugs will 
complement the government's proposed production of organic 
intermediates. Similarly, although the government will 
manufacture basic bulk drugs, processing of these drugs will 
be done by private firms. H 

The government will also continue its present policy of 
stimulating and encouraging private investment, and open 
opportunities for development by private sector, both Indian 
‘and foreign. It particularly hopes to encourage private in- 
'dustry more and more to channel new investment into basic 
production on which India's present and future progress 
depends, instead of concentrating on consumer goods. Over 
the last few years, indeed, there has been a quite remarkable 


*These include mainly steel, coal, strategic minerals, heavy engineering, defence 
production, oil; aircraft and ship-building, power, atomic EC IAE also 
rail and air transport, and communications, which have for some time been 
government-owned. 
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increase in new private engineering, electrical, chemical and 
other private industries. 


THE CONTROL OF MONOPOLIES 


Private industry is thus expected to play a large part in 
India’s development in the Third Plan. At the same time, 
there is real concern that the new opportunities ‘arising for 
private enterprise should not result in undue concentration 
of economic power in the hands of a few big monopolies or 
corporations. The rapid growth of industry has brought the 
question very sharply to attention over the past ten years as 
it has in many other countries at early periods of their 
development. 

In India’s present stage of growth, well established firms 
have certain advantages in organization and expertise, better 
access to Indian and foreign capital and to contacts 
for foreign collaboration. Rapid economic growth tends 

to increase these opportunities. Modern technology also 
favours large size firms and plants to a certain extent. 
Not only do they have their own capital and profits to plough 
into expansion but it is easier to expand existing plants and 
often more economical than to build a new one or to enter 
the many fields which India now needs for its development. 

On the one hand, the efficient production of large firms 
greatly helps the development of the economy as a whole. 
On the other, the growth of monopolies or the concentra- 
tion of economic power in the hands of a few firms may 
prevent smaller producers from getting a chance, upset the 
balance of power in a democracy and develop new social 
conflicts and tensions. 

Efficiently managed firms are necessary for speedy 
growth in total production. At the same time, acting from 
the broader social point of view, India intends as a major 
object of policy, and by every possible means, to encourage 
new small businesses to start up, to help medium-sized firms 
to expand and to promote cooperatives. By such means, 
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India hopes thus to foster valuable competition in efficiency, 
price and design of manufactured goods, as well as provide 
more equal business opportunities. Cooperatives are ex- 
pected to become progressively much more widespread in 
small industry, distribution and construction, as well as 
agriculture. 

Several methods of carrying out this policy will be used. 
Loans and credit to small industries, industry extension 
services, provision of “industrial estates", rural electrifica- 
tion are all measures designed to help small businesses to 
gain a foothold and grow. India already has started and 
will expand credit institutions for smaller firms, and an in- 
vestment service has recently been set up to help put them 
in touch with foreign capital and technical help. 

Cooperatives will also be helped in obtaining credit, im- 
proving techniques of production and management, and in 
training cooperative members, officials and workers. 

The government already has many of the powers neces- 
sary to restrain the undue growth and power of monopolies 
on the one hand and encourage small firms and cooperatives 
on the other. Among these are the corporate, capital gains 
and other taxes and measures for rebate or incentive taxa- 
tion, as well as other fiscal measures. India also has, in its 
Companies Act, a variety of anti-trust measures and con- 
trols. Because of shortages of raw materials and foreign 
exchange, the government's controls over licensing are an 
important way to restrain monopolistic growth and assure 
small and medium business opportunities to grow. All these 
measures will be used to the full. 

The growth of government-owned enterprises in basic 
and heavy industries is another means of offsetting unhealthy 
private concentration of power, as well as of promoting a 
pattern of industrial growth among large industry, small 

industry and cooperatives that is both highly productive and 
socially desirable. Government-owned enterprises such as 
transport, power, basic industries and mines not only stimulate 
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production in the economy generally, but enable the govern- 
ment to be in a more strategic position to assure that small 
manufacturers and cooperatives get a due chance and share 
in growth, and that the economy as a whole keeps a 
democratic balance. 

The problems of giving more opportunities to new and 
smaller business, private or cooperative, and preventing un- 
due concentration of economic power are complex and 
closely bound up with problems of rapid growth and higher 
and more efficient production. Through its very success and 
dynamism, a fast developing economy raises new problems 
of organization and management as well as social policy. 
India is giving these problems constant and close study to 
ensure that, while it gets the utmost production from the 
economy, the pattern of growth is one consistent with India's 
goals of social justice and the welfare of all. 
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INDIA'S FIRST DECADE OF PROGRES 


THE MAJOR. ADVANCES 


—National income up 42% 

—Income per person up 1696, from $60 to $69 
—Agricultural production up 41% 

—Industrial production up 9496 


THE ADVANCES IN INDUSTRIAL GROWTH 


—Three new steel plants installed and initial produc- 
tion up 15096, to 3.5 million tons of steel ingots 


—Production of iron ore tripled, to about 11 million 
tons ` ` 


—Production of essential industrial materials con- 
siderably increased: over 3 times more cement; 
6996 more coal; 5 times more aluminium 


—Production of machine tools 16 times higher 


—New electrical equipment production started: pro- 
duction of diesel engines up 67246; electric motors 
up 600%; over 12 times more electric cables and 
conductors 


—Over three times more electric power generated, and 
over six times more towns and villages electrified 


—Nearly a 5096. increase in mileage of surfaced roads; 
a 68% increase in freight traffic on railroads 


—Consumer goods producion up substantially: sewing 
machines up 800%; bicycles up 940%; auto- 
mobiles up 22496; handwoven textiles up over 
260% 


—A strong start made on production of drugs, DDT, 
antibiotics and other pharmaceuticals 
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KEY ACHIEVEMENTS 1951—1961 


THE ADVANCES IN EDUCATION, HEALTH AND 
SOCIAL SERVICES 


—85% | more children in schools, to a total of 44 
ion 


—15 million more children in primary schools alone 


—159% more young men and women in colleges to a 
total of 1,052,000, with a four-fold increase in 
students taking engineering, technological and 
professional training 


—A nation-wide malaria control programme cutti 
the incidence of malaria from 75 million to 10 
million cases a year 


—120 million people vaccinated in a national TB con- 
trol programme 


—A start on India’s first rural health service, with 
2800 health centres 


—4000 more hospitals and dispensaries 
—14,000 more doctors, 12,000 more nurses 


THE ADVANCES FOR AGRICULTURE AND THE 


RURAL PEOPLE 
—Production of foodgrains up 46% 
—Over 18 million more acres under irrigation 


—Nearly 4 million acres of waste land reclaimed for 
agriculture; and soil conservation extended to 
2.7 million acres 


—Land reforms benefiting 20 million farmers by aboli- 
tion of antiquated land-holding systems 


—Creation of a national farm extension and commu- 
nity development services now covering 370,000 
villages, or over 200 million people 


—A start made on a nation-wide rural housing pro- 
gramme 


—More roads, post offices, community radios linking 
once isolated villages 


—A start on democratic self-government in rural areas 
to spur and carry out local development 
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CHAPTER DI 
INDIA’S FIRST DECADE OF PROGRESS 


On April 1st of 1961, India completed its first ten years of 
development. The Third Plan is built on the sizable achieve- 
ments made and the valuable lessons learned in these years. 

Taken as a whole, what has been accomplished has been 
significant and very encouraging. Although the record of 
progress has not been uniform and there have been ups and 
downs, and some delays and shortfalls, today, instead of 
the stagnation of the previous decades, clearly and unmis- 
takably the economy has been pushed into motion and is 
rapidly gathering speed, and a new vitality marks India’s 
society. 

To take a few of the key measures of economic progress, 
over the past ten years India has increased its national in- 
come by about 42 per cent. Income per person (in spite of 
the large population increase) has risen by about 16 per 
cent. Farm production has gone up by about 41 per cent. 
The biggest increase is in industrial production, which has 
nearly doubled. And—a very important fact—industry is 
becoming rapidly far more diversified and capable of filling 
the many more complex demands of a developing economy. 
Of special significance to India’s future, the ground has been 
laid for far faster growth. Basic facilities like irrigation, power 
and transport which are essential for agricultural and indus- 
trial progress now and in the years ahead have been greatly 
expanded. Basic industries on which India’s future growth 
and exports so greatly depend have been started or expanded 
— manufacture of steel, heavy machinery and engineering 
goods, chemicals, electrical equipment. Production in these 
new industries has gone up far more rapidly than industrial 
production as a whole. India’s valuable mineral deposits 
of coal and iron have been opened up on a large 
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scale to feed industries, small and large. Many projects 
have been completed, in spite of delays caused in part by 
the foreign exchange crisis in 1957-58, and have either 
come into production or will do so in the immediate years 
ahead. 

Education and technical training have become far more 
widespread. Taking these together with improved health 
and social services, and rising incomes and new employ- 
ment opportunities, far more of India's people are able to 
take part today and in the years ahead in building up a 
more productive nation, a more progressive society. 

A general summary of the progress achieved in different 
fields is given here briefly. Some detailed figures are listed 
at the end of Chapter V. 


ACHIEVEMENTS IN AGRICULTURE AND RURAL DEVELOPMENT 

Both the First and the Second Plans stressed the need 
to stimulate India's depressed agriculture and revitalize its 
backward rural society. Emphasis was put on setting up 
a national farm extension and rural community development 
service to bring the village people new techniques and out- 
look; on reform of those feudal and oppressive aspects of 
India's land system that were holding back farm production; 
on expanding irrigation on a widespread national scale so 
that crop yields would be less dependent on the unreliable 
monsoon rains; and on reclamation of waste lands for 
farming. The Second Plan worked towards specific in- 
creases in agricultural production as a means of raising 
rural incomes, employment and living standards. 

Farm production has shown a consistent and unmistak- 
able rise, averaging above 3 per cent a year over the ten- 
year period, although there is considerable variation between 
years due primarily to weather conditions. Yield per acre 
rose significantly—rice yields, for example, went up from 
694 ]b to 807 Ib per acre on the average, although this 
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average is still well below yields on the better managed 
farms in India as well as in countries elsewhere*. 


THE RISE IN FARM PRODUCTION 


(Index : 1949-50—100) 
1950-51 1955-56 1960-61 % rise 


(provi- over 
sional) 1950-51 


All commodities .. B6 96 117 135 41 
Food crops a vs 91 115 132 45 


Other crops SS we 106 120 142 34 


The increase in production of the most important farm 
commodities is given below : 


1950-51 1960-61 


rovi- 
ona) 
Foodgrains—cereals and pulses (million tons) .. 52:2** 76*** 
Oilseeds (million tons) A GT WEE vie 5-1 7:1 
Sugarcane**** (million tons). . an ya 5t 5:6 8 
Cotton (million bales) 5o GH za 2:9 5:1 
Jute (million bales) .. ac m es Ze 3:3 4 


The most significant farm programme was to introduce 
national farm extension and community development ser- 
vices throughout the country to reach the long isolated and 
backward rural people. By early 1961, the end of the 
Second Plan, these services covered 370,000 villages and 


*The highest yield in India, demonstrated in crop competitions, varies 
between 3000—9000 1b. per acre. This compares well with the yield per 
acre in Japan, for example, which averages about 4000 Ib. Japanese yield: 
are of course among the highest in the world and are achieved, as is 
feasible in India, largely through hand cultivation rather than mechani- 
zation. The challenge to Indian agriculture isto bring its low average 
up to the high standard already shown to bc possible in India. 
**Estimate of production adjusted for changes in statistical coverage, etc., 
up to 1956-57. 


Quis estimates indicate that foodgrain production is over 79 million 


****In terms of gur. or raw Sugar. 
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a population of over 200 million, or well over half of 
India's rural people. At the block and village level there 
are today nearly 60,000 village level workers and exten- 
sion agents, all of whom have been especially prepared for 
the job in a newly created nation-wide extension training 
system. A beginning was made to develop and strengthen 
democratically elected councils of the villagers themselves 
in development *blocks" and villages to carry more and 
more of the responsibility for local development. 

Organization of farmers into rural cooperatives for farm 
credit, marketing and supplies is growing markedly. Mem- 
bership in farm credit cooperatives is four times as high as 
ten years ago and farm loans have increased nine times. 
These farm credit services have been stimulated with help 
from the Reserve Bank of India. 

Important land reforms were introduced. Long estab- 
lished feudal tenures such as zamindari, which began as a 
system of tax-farming, have been ended. Although reforms 
have not yet been as effective as hoped, more tenants today 
have been given somewhat greater security and most rents 
have been reduced to reasonable levels. Steps have also 
been initiated to reduce the inequalities of land ownership 
which are a heritage from India's past. 

New irrigation projects, large and small, increased the 
irrigated area from 51.5 million acres in 1950-51 to 70 
million acres; more and more of this new irrigation repre- 
sents permanent year-round facilities. The large irrigation 
projects will, when fully completed, irrigate 38 million 
acres. 

About 4000 seed farms were established during the 
Second Plan as the first step towards covering the entire 
cultivated area with improved seeds. The use of nitro- 
genous fertilizers increased over four-fold—from 55,000 tons 
(in terms of nitrogen) to 230,000 tons. Some 4 million 
acres of waste land have been reclaimed, green manuring 
has been introduced on about 12 million acres, and soil 
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conservation programmes have covered nearly 3 million 
acres. Considerable progress has been made to develop live- 
stock, fisheries, safe city milk supply systems, vegetable and 
fruit cultivation, forests and agricultural and animal hus- 
bandry research. 


INDUSTRY AND MINERALS 


During the First Plan what was first proposed for large 
industry was chiefly to encourage the already existing fac- 
tories to use their capacity to the full. Industrial produc- 
tion, even with this mild stimulation, rose by 39 per cent in 
the first five years. 

With the Second Plan, it was realized that development 
of industry—particularly of basic industry—must be press- 
ed hard if India were to meet the needs of consumers and 
its burgeoning small and large industries, and prepare to 
meet the even larger needs of the future. Stimulating and 
assisting private enterprise to enter and expand industries 
of national importance, the government itself took a strong 
part in starting those basic industries such as steel and 
heavy engineering which are essential for immediate and 
long-term industrial growth, and which were beyond the 
financial resources of private enterprise to expand as urgent- 
ly and on as large a scale as necessary. 

These efforts, plus the new confidence in India's future 
which arose as growth began in earnest, stimulated a 
vigorous increase in industrial production. 


THE RISE IN INDUSTRIAL PRODUCTION 
(Index : 1950-51 —100) 


1955-56 1960-61 Dé rise 


over 
1950-51 
All commodities .. 4t a2 on 139 194 94 
Cotton textiles .. vis us s 128 133 33 
Tron and steel — Sé au US 122 238 138 
Machinery do vs vs. 3s 192 - 503 403 
Chemicals sg SN GA z 179 288 188 


t 
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The total ten-year gain in industrial production is, as 
shown, nearly double that in 1950-51. The actual increase 
was more than can be shown here, since a number of the new 
industries which are so striking a development in India’s 
industrial growth are not as yet included in the index. 

The following table gives some idea of the progress 


achieved in the production of important producer and con- 
sumer goods: 


PRODUCTION IN SELECTED INDUSTRIES: A DECADE OF PROGRESS 


1950-51 1960-61 YA 
(expected) increase 


Producer Goods 

Steel ingots .. million tons 1:4 3:5 150 
Aluminium -- "000 tons 3-7 18:5 400 
Diesel engines .. thousands 5:5 40 627 
Electr cables - 
(ACSR conductors) '000 tons 1-7 22 1194 
Locomotives .. number 7 295 4114 
Nitrogenous ferti- 

lizers .. '000tons of N 9 110 1122 
Sulphuric acid .. 000 tons 99 363 267 
Cement .. .. million tons 2:7 8:5 215 
Coal Ss .. million tons 32-3 54-6 69 
Ironore .. .. million tons 3:2 10:7 234 
Machine tools value in § million 0-71 11:55 1527 
(graded) 


Consumer Goods 
Cotton textiles 


(mill made) .. million yards 3720 $127 38 
Sugar  .. million tons 1:1 3 173 
Paper and E RES 

board .. 7000 tons 114 350 207 
Bicycles* .. thousands 101 1050 940 
Automobiles — .. thousands 16:5 53-5 224 


Notable progress was made in basic capital and pro- 
ducer goods industries, especially machinery and engineer- 
ing industries. Indeed, the progress of these industries is 
one of the promising assurances for faster growth towards 


*Does not include production of small industries. 
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self-reliance in the future. Private steel capacity was 
doubled, from 1.4 to about 3 million tons*. Three new 
steel plants were begun by government, with foreign finan- 
cial and technical assistance. With the completion of these 
plants India's total capacity will have increased to 6 million 
tons as compared to 1.4 million tons in 1950-51*. Produc- 
tion of steel ingots already is 24 times as high as ten years 
ago—3.5 million tons as compared to 1.4 million tons. Pro- 
duction of other industrial materials like iron ore, cement, 
coal and aluminium, has also increased substantially. 

The diversification of industry away from its early exces- 
sive concentration on consumer goods, to produce a wide 
range of new goods needed by a growing economy and for 
export, has also been one of the most significant achievements 
of recent years. India is now producing steadily increasing 
quantities of machine tools, of transport equipment, and of 
machinery for the traditional textile, jute, cement, tea, sugar 
and vegetable oil industries, as well as for new and growing 
industries. 

The value of all kinds of industrial machinery produced 
in the country has risen from $38 million (Rs. 18 crores) in 
1951 to about $336 million (Rs. 160 crores) in 1960, of 
electrical equipment alone from $15 million (Rs. 7 crores) 
to.$97 million (Rs. 46 crores). 

A beginning has been made in the production of heavy 
electrical equipment. The progress in chemical industries, 
including heavy chemicals, fertilizers, drugs and pharmaceu- 
Deals, etc., has been notable and India has increased its capa- 
city for producing a wide range of primary organic chemi- 
cals. 

Still another indicator of the country's industrial growth 
is the manufacture of a number of new products in the coun- 
try for the first time, such as industrial boilers, milling 
machines, and other types of machine tools, diesel road rol- 


lers, industrial explosives, sulpha and antibiotic drugs, 
*In terms of steel ingots. 
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D.D.T., newsprint. Under the Second Plan, modernization 
of the jute and cotton textile industries has also made pro- 
gress. In a number of industries, many formerly imported 
components are now being domestically produced to save 
foreign exchange for more essential purchases. Much of 
the equipment required by the railways—locomotives, 
coaches and freight cars—is now available from domestic 
production, a very important achievement that will represent 
substantia] future savings in foreign exchange. 

Another notable feature of the past ten years has been 
the vigorous exploration and exploitation of India's promis- 
ing natural resources, especially coal, iron ore and bauxite. 
Valuable, if as yet limited, oil reserves have been found for 
the first time and refining and distribution of oil have begun. 

Consumer industries have not lagged behind, although 
there was a limit to which scarce materials could be put into 
the less essential goods. 

Along with large and medium-sized industries, there has 
been considerable, and very deliberately stimulated, develop- 
ment of village industries and of small-scale industries, which 
are the significant "growing points" of the economy. Indeed, 
one of the striking social as well as economic changes of these 
past ten years is the dynamic growth of a vigorous expanding 
class of small businessmen and industrial entrepreneurs. Pro- 
duction of a number of small-scale industries like builders' 
hardware, hand tools, sewing machines, electric fans and bi- 
cycles has gone up sizably, the increase in production varying 
from 25 to 50 per cent per annum in the last five years. Pro- 
duction would have been far greater but for the shortage of 
raw materials, particularly steel. Small Industries Service 
Institutes have been set up in all States, with 53 specialized 
extension centres, to acquaint small business with new 
techniques and tools. Other new agencies have been created 
to provide credit and marketing facilities. About 60 indus- 
trial estates, providing facilities for about 1000 small fac- 
tories using power, have been set up all over the country. 


CC-0.In Public Domain. Panini Kanya Maha Vidyalaya Collection. 


pa Wiza warumi SSES REEL RCONQMY A 


As for the more traditional hand industries of India, 
which provide considerable employment, between 1950-51 
and 1960-61 the production of handwoven cloth increased 
from about 742 million to about 1900 million yards, and of 
raw silk from about 23 million to about 3.6 million Ib. The 
need to adopt improved techniques and tools in these indus- 
tries is being increasingly recognized. 

Foundations for India’s advance in scientific and techno- 
logical research have also been laid, through a large number 
of new research institutions and national laboratories and 
strengthened university research departments. Marked pro- 
gress has been made in the field of atomic energy. 


POWER . 

Power and transport, both so essential to support deve- 
lopment, have been expanded as rapidly as domestic and 
foreign exchange resources permit. India’s power develop- 
ment programme has included new hydel and thermal sta- 
tions as well as large river valley development projects. The 
installed power generating capacity has gone up nearly two 
and a half times, from 2.3 million kW to 5.7 million kW, 
although this was below the high target set. Power genera- 
tion has trebled, to about 19.8 billion kWh. Almost two- 
thirds of this was used by industry, and demand has grown so 
rapidly that severe power shortages are from time to time 
felt throughout the country. Rural electrification made a 
small if promising beginning. The number of small towns 
and villages electrified increased from 3687 in 1950-51 to 
23,000, although this is only a fraction of those villages 
which need and want power. 


TRANSPORT AND COMMUNICATIONS 

Rehabilitation of India’s railways, which had suffered 
much damage on account of the war and Partition, was the 
main job during the First Plan. During the Second Plan, 
the emphasis was on extensive railway development, in large 


s f - us 4 
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part to support the building up of basic industries like steel, 
coal and cement. Railway freight traffic has nearly doubled 
over the ten-year period. About 1200 miles of new railway 
lines have been laid, 1300 miles of railway track doubled 
and 800 miles electrified. The number of locomotives rose 
to 10,600 or by nearly a fourth; there are today about 
120,000 more freight cars, 50 per cent more than ten years: 
ago. 

- There has also been good progress in extending and 
improving India's roads and road transport. About 46,000 
more miles of new surfaced roads have been laid, to a total 
of 144,000 miles. There are today over 250,000 miles of 
unsurfaced roads, nearly half of which—100,000 miles— 
were put down in the last ten years. The number of com- 
mercial vehicles in the country has nearly doubled to about 
210,000 and the quantity of freight moving by road has 
tripled. The annual handling capacity of major ports rose 
from 20 million tons to 37 million tons. Shipping tonnage 
more than doubled to 900,000 GRT. 

Yet with all this increase in transport facilities, the rail- 
roads particularly have been operating under strain, and 
local and sometimes severe traffic bottlenecks, especially in 
industrial regions, have developed from time to time and 
point the need for considerably faster transport develop- 
ment. - 

. An invigorated industry and commerce have put a 
heavier load on communication services and these have had 
to grow rapidly. To handle 80 per cent more mail, and reach 
into the villages, the number of post offices was expanded 
from 36,000 to 77,000—more than double; the number 
of telephone connections from 168,000 to 460,000— nearly 
treble. In broadcasting, every language area is now provid- 
ed with at least one station, and internal coverage has been 
extended and external services have been strengthened. . 
A programme to provide community listening sets in rural 
areas was begun. 
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SOCIAL SERVICES 


Education, health and welfare services—not only a 
public demand in any democratic nation today, but of such 
great importance to the years ahead—have been much ex- 
panded during the past decade. There are about 15 mil- 
lion more children of 6-11 attending school, or a total 
of 34 million. This is however still less than two-thirds 
of the children in that age group. The number of students 
in'higher secondary schools and in universities has increas- 
ed nearly 24 times, to 3 million and 900,000* respectively. 
There are 132,000 more elementary schools (to a total of 
342,000) today, or over 60 per cent more than ten years ago; 
the number of high schools and colleges has more. than 
doubled. 

To serve India's new needs today and in the future, a 
strong beginning has been made to expand technical educa- 
tion. About 40,000 students now join courses for engi- 
neering every year, four times as many as ten years ago. 
Each year nearly 6000 enter institutions teaching agricul- 
tural and veterinary sciences, again four times as many as 
in 1950. > 

In the field of health as well, India’s gains have been 
noteworthy and have considerably increased life expectancy. 
Mass control of preventable diseases has had a high priority. 
Malaria, which ten years or so ago affected 75 million 
people and probably caused 800,000 deaths a-year, has been 
cut down to 10 million cases a year, through a nation-wide 
control programme. In the next few years it is expected 
to be wiped out entirely. During the Second Plan alone, 
120 million people were given BCG vaccinations against 
tuberculosis. India made its first start on providing a - 
nation-wide system of rural health services as part of the' 
` community development programme and there are now 


*This does not include the 146,000 additional students in engineering, 
medicine, agriculture and other higher technical institutions, 
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2800 health centres in the villages. The number of hos- 
pitals and dispensaries and hospital beds has considerably 
increased—by about 47 per cent and 65 per cent respectively. 
There are now nearly twice as many medical colleges, (a 
total of 57) and 70,000 doctors (14,000 more than in 1951) 
in practice. A nation-wide family planning programme was 
initiated in the First Plan and is expanding steadily. India 
today has about 1650 family planning clinics. Even with 
this start, sustained intensive efforts are needed to make 
family planning a successful nation-wide popular movement. 

A start was made on slum clearance and improvement 
and on providing housing for industrial workers and low 
income groups. A small beginning was made on improv- 
ing rural housing. But funds available for these purposes 
were small and the impact negligible. The problem of 
housing, especially in the fast-growing cities, is causing real 
concern. 

Special social welfare programmes were started for 
India's tribal people, Harijans and other backward and 
depressed groups. Altogether some 6.2 million acres of 
land were allotted to people from these groups and 68,000 
young men and women from such groups were given col- 
lege scholarships. 

Following Partition, about 9 million displaced people 
from East and West Pakistan had to be given relief and 
rehabilitation—one of the major jobs of the First Plan but 
to some extent also of the Second Plan period. 


WHAT THE TEN YEARS OF DEVELOPMENT COST 

One of the main achievements in terms of India’s future 
has been the sharp step-up in the proportion of India’s 
income invested in development. Today 11 per cent of India’s 
total income is devoted to development as compared to 5 per 
cent ten years ago. While this is still not as high as in some 
developing countries, the sharp increase in the rate is as en- 
couraging as it is significant. 


b 


CC-0.In Public Domain. Panini Kanya Maha Vidyalaya Collection. 


p6 Disized KAYA RASS! Bousgatenehennevemd ECONOMY 


Total investment in development over the first two Plan 
periods is about $21,231 million (Rs. 10,110 crores)*, of 
which $10,941 million (Rs. 5210 crores) has been spent by 
government, $10,290 million (Rs. 4900 crores) by private 
enterprise. For the government, these costs are over and 
above the normal costs of running the State and Central 
Governments, and of meeting national needs of defence, basic 
postal and other services and general administration. Taken 
as a whole, the cost of development effort alone has been 
over half of India’s total government expenditures during 
the last decade. 

To meet the costs of the First Plan, India relied almost 
entirely on its own resources, with foreign assistance from 
the U.S., the Colombo Plan and other sources, making up the 
“vital balance” of 10 per cent of the total development costs. 

The Second Plan, a larger effort, calling for far faster 
growth in the dynamic parts of the economy, has required 
more than twice the developmental expenditures of the First 
Plan on the part of the government, and nearly twice as 
much by private enterprise in various fields. 

To increase the rate of investment so substantially and 
pay for its development, India has increased taxation and 
savings, drawn down its own foreign exchange reserves to 
the minimum working level and held down -consumption 
of non-essential goods, both domestic and foreign, to mini- 
mum needs, by various measures, such as control of imports 
and rationing of scarce materials. In the earlier years of 
the Second Plan it also used a fair measure of deficit finan- 
cing. By these means India raised out of its own resources 
about three-fourths of government’s total development costs 
in the Second Plan. To purchase the heavy capital machi- 
nery and materials necessary, most of which in this first 
crucial stage of the developing economy must as yet be 
purchased abroad, India during the Second Plan period 
— "At current prices. Investment in the First Plan was $7056 million; in 
the Second plan more than double, $14,175 million. Chapter V gives more 


precise , deta 


CC-0.In Public Domain. Panini Kanya Maha Vidyalaya Collection. 


"igit Age UECHNDR OT UO" pr 


used $2289 million (Rs. 1090 crores) of foreign grants 
and loans, besides foreign private investments. 


LESSONS FOR THE FUTURE 

Among the problems, the growing pains, experienced 
over the last five years, some could be anticipated. Others 
could be fully realized or even discovered only in the actual 
attempt to push a traditional and under-developed economy 
forward very rapidly. 

Any appraisal of this ten-year development period must 
point to those stresses and strains and special problems that 
have arisen, and to those programmes which fell below ex- 
pectations. 

An outstanding fact of the Second Plan period is that 
population has grown at a far faster rate than was expected. 
Population in 1961 is now estimated, as we know, to be 
438 million instead of the 408 million anticipated at the 
start of the Second Plan. The growth in population alone 
has absorbed over half of the nation's increase in total pro- 
duction. This has emphasized, with sharp force, the larger 
demands that will be made upon the economy in the future 
merely to meet the year-to-year needs of the rising 
population. 

Both agriculture and industry have'had their special prob- 
lems. In agriculture, use of irrigation facilities has been 
below what was hoped, partly because of delays in build- 
ing the major irrigation projects and field channels, and 
partly because farmers in some parts of the country need 
prolonged and intensive education to shift to “wet” cultiva- 
tion techniques from their traditional methods of dry farm- 
ing. The development of a more effective farm extension 
Service, and of close coordination of all agencies concern- 
ed with farm production in over half a million villages, have 
presented new and vast problems of organization and train- 
ing. The importance of providing farmers with more 
fertilizers, improved implements and seeds and credit, in 
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addition to extension services and technical help, has become 
particularly clear over recent years. 

In industry, although in other fields as well, such as 
minerals and transport, it has been found that the “gesta- 
tion” period—the time it takes for any project to go from 
the planning stage into actual production at full capacity 
with all the needed trained staff, new skills, services, raw 
materials, and transportation—has in some cases been 
longer than anticipated. Even advanced countries, mobiliz- 
ing production under the strain of war or depression, have 
on occasions experienced similar difficulties. In an under- 
developed economy, which must expand and enter new 
and difficult fields on a larger scale, and which faces short- 
ages of management, manpower and materials as well as 
of foreign exchange,'the problem is inevitably accentuated. 

A significant experience was the necessity in 1958 to 
reduce the size of the Second Plan. One reason for this 
reduction was the heavy pressure of domestic demands on 
the economy, which began to respond far more rapidly than 
anticipated and thus raise domestic prices. To a consider- 
able extent, however, it was due to the critical shortage of 
foreign exchange showing up early in the Second Plan 
period. In part this exchange shortage arose from the 
placement of unexpectedly large import orders by a revita- 
lized private industry in the early years of the Plan (under 
what was then a more liberal import policy) and the later 
heavy import requirements of programmes of basic indus- 
tries initiated by the government. In part, it was due 
to the rise in world prices for these imported goods. 'The 
cost of equipping new plants and of providing supplies for 
an expanding economy was considerably larger than first 
estimated. ; 

Even though India’s foreign exchange reserves were 
drawn down to a minimum working level, the over-all short- 
ages of foreign exchange forced a severe cutback in many 
key development efforts—in power, fertilizer production, 
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transport and in starting other important projects. It also 
made it necessary to put severe import restrictions on all 
but the most critically essential purchases of foreign machi- 
nery and raw materials. Foreign assistance was received 
on a much larger scale during the latter part of the Second 
Plan and this help from friendly countries has assisted 
Indian development significantly. This has, however, 
added to future repayments, some of which will be falling 
due in the Third Plan. s 

Cutbacks in power, foreign raw materials and machi- 
nery imports have held down the growth of industry and 
industrial production. Shortages of domestically produced 
fertilizers have played a part in holding back agricultural 
production and made necessary large and continuing im- 
ports of food and other farm commodities. 

Some valuable lessons, however, have been learnt out 
of this experience. The realization that the early stages of 
growth mean a continuing tight foreign exchange position 
has been borne home, and India, in both its government 
and private sectors, has developed experience in calculating 
for and managing with an exchange-short economy under 
pressure for development. Over the past ten years, more- 
over, considerable experience has grown up in India's eco- 
nomic relationships with other countries, both the under- 
developed and the advanced nations, and in working with 
foreign governments and international lending institutions 
in the planning and management of foreign grants and 
loans. 

Summarizing in specific terms, then, some of India's 
gains over the last decade, we find that although farm pro- 
duction has risen markedly—41 per cent as we have seen—it 
has not risen fast enough to meet demands. Its relatively slow 
rate of growth is indeed one of the major limiting factors 
in the growth of the economy as a whole. Again, while in- 
dustrial production has nearly doubled, important indus- 
tries, especially those showing the most marked growth— 
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süch as iron and steel, coal and washeries, power, trans- 
port, fertilizers and chemicals, aluminium, newsprint—have 
for one or more of the reasons given above fallen behind 
the high targets originally hoped. As a result of these lags, 
and of shortages of certain critical raw materials, growth 
in other industries has been held back; and on the one hand, 
higher imports have been required and, on the other, the 
growth of exports has been inhibited. Export earnings, so 
vital a factor in self-reliant growth, have not risen over 
the Second Plan. Less developmental and consumer goods 
have been available, and the expansion or even the start 
of some projects has had to be postponed to the Third Plan. 

With shortfalls in production in both agriculture and 
industry, national income has not been able to come up to 
the 25 per cent target of increase hoped for during the Second 
Plan. Also with the unanticipated increase in population, 
per capita income and living standards have not reached the 
levels planned. While the wholesale price index has risen 
only by 25 per cent from 1952-53 to the end of 1960, in- 
flationary pressures of a developing economy were more 
evident in price rises during the last two years. Moreover, 
India has not yet increased sufficiently the proportion of its 
own income devoted to investment in development. 

It was hoped that 8 million additional job opportunities 
would be created outside of agriculture over the Second Plan 
period. The gain is now estimated to be about 6.5 million. 
This increase in job opportunities, sizable though it is, has 
not been big enough to provide employment for all those 
who over the last decade have come of age to seek and need 
work, The Second Plan ends then with a larger backlog of 
unemployment (9 million) than when it began, and fore- 
casts the enormous pressures for more employment in the 
coming years. 

The experience of the past decade, and more particular- 
_ ly of the Second Plan, has thus pointed up both needs and 
methods for getting the utmost and earliest results and 
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benefits from India's growth, and to raise larger resources 
for development. The need to manage carefully scarce 
Indian or foreign supplies has meant a turn towards a more 
austere economy focussing on high efficiency, on local pro- 
duction of substitutes, on a greater emphasis on skilled 
management and manpower. It has brought about, too, 
greater understanding of the many complex problems of an 
economy struggling to find its way out of the deep-rooted 
poverty of the past. 

Adding up, however, all the gains and costs of the past 
ten years and seeing them against the background of the 
stagnant economy of the previous decades, there is no doubt 
that this has been an inspiring new period in the nation's 
history, one in which India has made significant advances 
and begun to lay a strong base for much faster growth in 
the future. S 

At the same time, as we know, the advance is not great 
enough; it is not fast enough. India's goal is to double 
national income by about 1973 and markedly step up liv- 
ing standards in 15 years in spite of population increases. 
Looking ahead at these goals, it is obvious that the point 
where the Indian economy can grow fast enough and also 
go forward largely on its own, has yet to be reached. To 
reach it, India must sharply speed up both the scale and 
vigour of its efforts. The Third Plan, and the next decade, 
thus represent a vital stage in the country's development. 
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CHAPTER IV 


APPROACH TO THE THIRD PLAN 


THE Third Plan has been shaped therefore with a fresh 
sense of urgency. It is not only the next step in the long 
upward journey to a better life for the Indian people. It is a 
new stage in what India realizes must be a period of far more 
intensive development. This period, extending at least over 
the next 15 years or so, must see a tremendous upsurge of 
growth, big enough to enable India not only to meet the 
rising expectations of a rising population, but at the same 
time prepare itself for a faster race in the future with less 
and less dependence on foreign aid. 

Many considerations then have gone into fixing the size 
and shape of the Third Plan itself—what specific goals it 
must set now, what its highest priorities should be, how big 
a plan India can successfully carry out and afford without 
inflation, how much funds are likely to be available to put 
into it. : 

India hopes to accomplish as much in the next five years 
as it has in the past ten. To do so, the Third Plan has set 
itself five specific goals : 
1. to enable the economy to grow at over 5 per cent a 
year and keep up at least this pace over the future; 
2. to achieve self-sufficiency in food production, and 
step up all farm production far enough to meet the: 
growing needs of industry and exports; 
3. to expand basic industries like steel, fuel and power, 
and establish machihe-building capacity, so that in 
a decade or so India can develop industrially largely 
out of its own resources; 
` 4. to create considerably more employment opportuni- 
ties and increasingly use India's manpower resources 
to the full; and 
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5. to ensure more equal opportunities, a reduction of 
inequalities in income and wealth, and a more even 
distribution of economic power. 

These aims have grown out of the experience of the past 
ten years, and reflect the renewed concern to grow faster 
and the confidence that faster progress is possible. 


INDIA Must GROW FASTER 

What is clear from the experience of the last ten years 
and from the fast rise in population is that India must speed 
up production—from all parts of its economy to a still more 
rapid rate. Over the past decade production has been rising 
at the rate of somewhat less than 4 per cent a year, and 
totalled about 20 per cent for the five years ending in March 
1961. 

This is a significant growth rate, compared to the long 
stagnation of the past. But it is clearly not enough to produce 


GROWTH IN PRODUCTION 1951 — 1966 
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the goods, income and employment needed today and build 
the base for future development. With India’s large increases 
in population, income per person has gone up somewhat less 
than 2 per cent a year. Considering India’s low incomes, this 
has meant an average of only about $1* (Rs. 5) a year more 
per person to spend on better living standards. As we have 
seen earlier, looking at India's growth over the long run, India 
must get close to a 6 per cent gain a year if it is to meet 
present needs and plough back enough into future and more 
self-reliant development. 

The first goal of the Third Plan is therefore to achieve 
over 5 per cent increase in total production a year, and to be 
able to keep up at least this rate of growth over the years 
ahead. This rate of growth, moreover, will permit a signifi- 
cant rise in incomes, and, at the same time, give India suffi- 
cient resources to invest in future growth without undue 
inflation. 

To step up the rate of growth so sharply will not, as 
pointed out earlier, be easy. But in part the foundations for 
more rapid growth have been laid. India's economy is now 
bigger, and in many important fields more dynamic, more 
complex. Basic industries and facilities such as power and 
transport already started and to be expanded will make pos- 
sible more and faster production. Even so the targets of 
growth can be reached only with a tremendous effort. All 
parts of the Indian economy must be pushed to the utmost; 
all possible resources raised within India in addition to heavy 
dependence on foreign assistance. ` 

If India does achieve a rate of growth of over 5 per cent, 
it will have pushed up its total income by 1966 to $39,900 
million (Rs. 19,000 crores) **. Income per person, in spite 
of population increases, will be about $81 a year—$12 more 


*In terms of purchasing power. : 


**At 1960-61 prices, this will be roughl 1 t i f 
France which had then one-eleventh as SE ee 
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than today. India, as a democracy, considers these to be its 
minimum income targets. 

But India's growth cannot be concentrated on raising 
living standards alone. What India must do over the 
Third Plan, and over the next Plans as well, is so to pattern 
its growth that it not only meets essential immediate needs 
but also builds for the future, and progressively becomes 
more self-reliant and less dependent on foreign aid. 

This basic strategy explains the next two goals of the 
Third Plan. First, the Third Plan must give a very high 
priority to an immediate and radical increase in farm pro- 
duction—particularly to producing enough foodgrains to be 
self-sufficient. Next it must create. within India, at the 
earliest, the capacity to produce the industrial goods and 
equipment needed for its development at home and for step- 
ping up exports abroad. 


SELF-SUFFICIENCY IN FOOD 

The urgent need to be self-sufficient in foodgrains is only 
too clear. Food production has been rising by about 4 per 
cent a year, in itself a fair increase. But it has not been 
rising fast enough to enable India to feed itself and India 
has had to import each year for the past five years an 
average of over 3 million tons of foodgrains alone, valued 
at roughly $294 million (Rs. 140 crores) a year, or over 
$1470 million for the five-year period. A considerable 
proportion of these imports has been financed with foreign 
help. Moreover the slow rate of growth in farm production 
is one of the main factors now holding back the growth of 
the economy as a whole, and especially the advance of the 
rural people themselves. 

Rising population and rising incomes over the next five 
years and more will bring bigger and bigger demands for 
food. If India's food production is not stepped up far more 
rapidly, there will be a serious gap between food production 
and needs of the population—a gap too large to be covered 
by imports or rationing. To raise enough food for the growing 
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population and to keep food prices down, farm production 
has to increase nearly twice as fast in the five years as it has 
during the last decade. 

Foodgrains are of top importance. But producing more 
of other farm products—cotton and oilseeds, for example— 
is essential too. In the past year, India's cotton crop was 
below expectation and substantial imports had to be arrang- 
ed to keep looms running and cloth prices down. Moreover, 
India must increase production of other agricultural commo- 
dities which it traditionally exports—jute, tea, oilseeds 
as well as cotton—to earn foreign exchange and thus reduce 
the need for foreign aid. 


IMPORT-SAVING, EXPORT-EARNING INDUSTRIES 

Similarly the need to assure a future rise in living stan- 
dards and cut down dependence on foreign aid at the - 
earliest leads to the Third Plan’s other aim—to develop on 
a high priority basis, India’s basic industries, particularly 
machine-building, metallurgicals, chemicals and electrical 
equipment. It is these industries which largely determine the 
speed with which the economy can grow in the future, and 
become more “self-generating” and self-reliant. 

Imports of such industrial goods have over recent years 
made a heavy demand on foreign exchange and foreign aid— 
even though all imports have been cut to an absolute 
minimum. 

Most of these goods, as we have seen, can well be made 
within India, many of them at considerably less cost, if 
India can get the foreign exchange to build the plant capa- 
city. Since the amount of foreign exchange and aid required 
to build these plants is substantial, it will be helpful to 
ilustrate their importance to India's future growth and the 
practical and sizable savings in foreign exchange that can 
result rather quickly from building them within India. 

Take the case of steel. one of the outstanding examples. 
Imports of steel over the past five years of the Second Plan 
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have cost about $1200 million in foreign exchange and aid. 
This is more than the complete foreign exchange cost of the 
three new steel plants (plus expansions of other private steel 
plants) that were built in India over the same period. It is 
expected that production from these new plants, by saving 
on imports, will "save" their foreign exchange costs in a little 
over two years of production. They will, moreover, make 
more steel available at reasonable cost for many development 
purposes—for building fertilizer plants, manufacturing farm 
implements, expanding transport and producing essential 
consumer goods. 

Other examples are those of railway and power equip- 
ment. Over the Second Plan modernization and expansion 
of India's 100-year old railway system have cost nearly 
$ 700 million in foreign purchases alone; To equip India's 
new power plants has cost $400 million during the Second 
Plan in foreign purchases of generators, switchgear, etc. 
India has already shown that it can readily make much of. 
this equipment efficiently. The Third Plan must rapidly 
expand India's manufacture of heavy engineering and electri- 
cal equipment, to cut down its dependence on foreign aid 
substantially as it develops its transport and power over the 
future. Another related example is that of fertilizer, of which 
India will need enormous quantities. India has been obliged 
to spend more foreign exchange in importing fertilizers dur- 
ing the last five years than the amount used in building its 
own fertilizer plants. The foreign exchange cost of a single 
fertilizer plant can be “saved” in two years of domestic 
production. 

This is not to say that heavy imports of railway and 
power equipment as well as other machinery, and of fertili- 
zers and steel will not be necessary over the next few years. 
They will, and most of them will need to be financed by 
foreign help. But by building its own plant capacity during 
this period, India will become more able to Satisfy its future 
needs with less and less reliance on foreign aid. 
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At the same time that India builds capacity to produce 
such basic goods for its own needs to save foreign exchange, 
it is also of course increasing the variety and potential of 
exports which can earn foreign exchange. As we have seen 
earlier, Indie's main promise of being able to pay its own 
way in the years ahead lies precisely in producing, through 
development of diversified industries, a wide variety of such 
manufactured goods for export. 

Clearly then, a high priority on basic industries in the 
Third Plan, as on agriculture, is a necessary assurance that 
India can meet its essential needs in the future and be able, 
within the shortest feasible time, to work itself progressively 
free of dependence on foreign assistance. 


CREATING MORE EMPLOYMENT 


Another major aim of the Plan is to create more employ- 
ment and use manpower to the fullest extent possible. 

'The Third Plan not only begins with a larger backlog of 
unemployment—altogether 9 million—than the Second Plan, 
but faces the prospect of 17 million more people coming of 
age to seek and need work over the next five years. While, 
as we have seen earlier, it is difficult for an under-developed 
economy in the early stages to provide full employment, the. 
Third Plan puts a higher priority than any previous Plan on 
using India's vast reservoir of labour as an organized force 
to help meet its key production targets. Programmes now 
included in the Plan on a priority basis will be worked in 
such a way that they create the most employment, using 

` manual labour wherever economically feasible, especially in 
construction. "Those Plan programmes which can use the 
most manpower will be among the first to be speeded up and 
enlarged. Essential small industries—which are important 
` “growing points" in the economy and which, therefore, offer 
large possibilities for employment—will be stimulated to the 
utmost. A nation-wide rural works programme designed 
to use additional manpower in an organized manner for work 
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essential to farm improvement and production—irrigation, 
land drainage, soil conservation, road building, reforesta- 
tion, etc.—is being launched. In all cases, areas where un- 
employment is high will get particular attention. 

Present estimates are that the Third Plan development 
programmes should provide directly and indirectly about 14 
million jobs. The rural works programme will provide em- 
ployment by 1966 for 23 million of the new arrivals in the 
labour force, most of whom will be in rural areas. Pilot 
projects have already been started to discover the best means 
of organizing rural workers effectively. 


CREATING MORE EQUAL OPPORTUNITIES 

The final goal of the Third Plan is one that pervades and 
underlies all others—to bring about more equal opportuni- 
ties for all and lessen inequalities which have in the past not 
only defeated social justice but held back economic growth 
itself. 

Some special measures have already been mentioned; 
such as the spread of education, especially technical educa- 
tion, of health and other basic social services, direct assist- 
ance to under-privileged tribal people and depressed groups, 
special attention to improvement of living conditions and 
employment in city and village, more tightly enforced land 
reforms, tighter tax laws and enforcement to reduce the 
spread between high incomes and low. 

In both the short and long run, of course, the crux of 
the problem of assuring all groups more equal opportunities 
is only partly one of correcting existing inequalities. Its more 
important aspect is the need to create conditions in which the 
economy grows rapidly as a whole so that more of the low 
income groups can find productive and better paying jobs and 
inequalities can be reduced all along the line. The over- 
riding objective, as we know, of all of India’s development, 
and particularly of the Third Plan as the next stage in deve- 
lopment, is to speed up India’s growth so that all may share 
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in the nation's expanding production and the lowest income 
groups may come up as rapidly as possible to the level of the 
rest. 


THE NEED FOR SIMULTANEOUS DEVELOPMENT 

Looking at all the Third Plan's goals and aims in perspec- 
tive, what is clear is that India must develop all the major 
aspects of its economy simultaneously. In any country, whe- 
ther far advanced or only in the process of development, 
there is an intensely close inter-connection between the vari- 
ous major aspects of development. This is particularly true 
in India today at its present stage of growth. From the Third 
Plan's decision to give top priority to one aspect flow other 
necessary decisions. 

For example, the decision to make a radical step-up in 
farm productivity demands immediate support from other 
parts of the economy in the Third Plan. Thus a high priority 
must go at the same time to Indian industries which can 
produce the supplies farmers will need—fertilizers, insecti- 
cides, implements, food processing and storage equipment. 
These industries will require more coal, more power, more 
transport, more trained manpower—and all of these facilities 
must also be developed on a priority basis during the Plan. 

Since more rural labour will be used for irrigation, drain- 
age and soil conservation work, wider employment, along 
with bigger crop yields, will mean higher rural incomes. 
Higher incomes in turn will bring about a rising demand 
throughout the Third Plan not only for food but manufactur- 
ed goods—sugar, cotton textiles, sewing machines, bicycles, 
radios. Even though consumption is held down somewhat, 
to produce even a minimum amount of these goods for a 
population of India’s size means devoting some of the Third 
Plan’s resources to such essential industries, and providing 
pum Por these industries in coal, power, trained manpower, 


Finally, to expand in any or all these directions during 
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the Third Plan requires more widespread education and 
technical skills, and at least minimum social services such as 
health and housing—all essential requirements in a demo- 
cracy which depends on widespread public cooperation and 
understanding to achieve its goals. 

Taken as a whole, then, the Third Plan clearly has to 
go ahead very vigorously on all these priority fronts. It 
cannot press one priority at the expense of another. The 
experience of countries elsewhere, moreover, which have 
tried to speed up development sharply, indicates quite clearly 
that no one major phase of an economy can be developed 
alone, without causing dislocations and even social tensions. 

Obviously here the very difficult question arises of keep- 
ing all the Third Plan's key programmes in balance. The 
utmost care is needed to see that development in each field 
is balanced at all times so that shortages and bottlenecks do 
not develop—shortages of fuels, power or transport, short- 
ages of trained manpower, shortages of domestic resources 
and foreign exchange for priority programmes. Timing and 
phasing of key development programmes are therefore of 
exceptional importance and are one of the major tasks of 
planning for the Third Plan. "The very large component of 
foreign exchange and aid necessary at this stage ‘of develop- 
ment, the need for it in time to get production underway, 
accentuate this problem of timing and phasing. 

THE SIZE OF THE PLAN 

To develop and develop fast on many fronts at once 
means a big Plan. How big the Plan can be is one of the 
most important aspects of an approach to the Plan and has 
had to be most carefully determined. 

On one side are the goals and targets of the Plan just 
discussed—the big step-up in the rate of growth, the power» 
ful new effort needed to increase farm production, to build 
for India’s present and future industrial needs and work 
towards self-reliance, to provide more employment, educa- 
tion and social services. In the wide discussions held on 
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the Plan over the last year and more, there was strong 
public opinion from all levels of Indian leadership in and 
out of government that these were the minimum demands, 
and represented the minimum size of the Plan. 


On the other side, the real question is how far or fast 
India can go in the next five years towards meeting these 
needs? How much resources can be raised for development 
over and above the normal costs of running the country ? In 
short, even with help from outside, how much can the eco- 
nomy "stand" without undue inflation ? 


Very careful judgements have been made on the amount 
of resources India can raise inside the country, both through 
present taxes and other revenues and new and heavier taxes 
and through increased voluntary savings. The resources 
needed for the Plan, as discussed in later pages, are distinct- 
ly higher than the estimates of resources immediately avail- 
able. To force the pace of development there must be a 
strong effort to muster resources on a large scale. The esti- 
mate of the size of the Plan is based on the assumption that 
this effort will be made. 


Because of its low incomes, India’s level of savings has 
been relatively low even compared with many countries that 
are pushing hard at development. To achieve the Third Plan 
goals this level must be raised substantially, from the present 
rate of over 8 per cent of India's total income up to over 11 
per cent. The Plan includes specific proposals for tax mea- 
Sures and savings policies to draw out this additional amount 
for investment in development. These proposals are discussed 
in the following pages. With the progress India has achieved 
so far, each year the economy is better able to stand—and 
must stand—a progressively heavier tax burden. 


At the same time, a judgement has been necessary of 
how well organized India now is to carry out a bigger Plan, 
of how far it is now ready to run if it is given a strong 
enough push. The foundation laid over these past ten years, 
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the growth in competence, technology, managerial and plan- 
ning skills, the greater knowledge of the problems of deve- 
lopment, support India's conviction that a substantially larger 
effort over the next five years is not only necessary but 
possible. Nevertheless, extraordinary efforts of organization 
and management are required and assumed in setting the size 
of the Third Plan. 

The size and nature of the Plan is also based on an esti- 
mate of the foreign assistance that may reasonably be ex- 
pected from abroad. The assurance given early this year by 
friendly countries and the World Bank and other international 
agencies, of substantial foreign assistance for the first two 
years of the Plan, plus the earlier assurance of the U.S. Gov- 
ernment of larger supplies of foodgrains and agricultural 
commodities (under U.S. P.L. 480), has strengthened 
India's ability to launch upon a Plan of this size and 
character. 

As we have seen earlier, foreign aid as well as foreign 
capital are extremely important at this stage of India's growth 
and the value of the foreign assistance made available in the 
past cannot be over-estimated. Over the Second Plan, the 
foreign aid received represented a significant part of India's 
total income invested in development, but even more import- 
ant, made it possible to procure the power generators, machi- 
nery and other goods without which India's pattern and rate 
of development would not have been possible. With the 
proposed step-up in India's own savings for the Third Plan 
to over 11 per cent, foreign aid makes possible investment 
in the Plan at a rate of 14 per cent of total income—the 
rate necessary to reach the Plan targets set. Again, it will 
also make possible procurement of the development goods 
essential to starting and running key development projects. 

On the basis of all these considerations—of the demands 
and the resources and organization to meet them—the size 
of the investment in the Plan has been set at $21,840 million. 
A plan of smaller scale would be altogether inadequate to 
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meet India’s targets and needs. It would also be below what 
should in fact be achieved if the economy and all its resour- 
ces are sufficiently mobilized and organized and if all its pro- 
grammes are carried out with the utmost efficiency and 
effort. 


LiviNG STANDARDS AND PRICES 

With so much funds being put into essential develop- 
ment, two key questions arise: What about living standards ? 
What about inflation? 

The first answer is that the specific purpose of the Third 
Plan, and India’s development as a whole, is to raise living 
standards. There is no question of cutting them below their 
present very low levels. But living standards cannot at this 
stage of development be allowed to rise without restraint, 
since considerable investment is necessary today in projects 
which will “pay off" in higher living standards only in the 
future. Holding back the increase in consumption today, 
then, is a necessary means of making more savings, and 
resources available for development. This can be—and will 
be—done not only by imposing higher personal and other 
taxes and encouraging more voluntary savings but also by 
putting some restraints on too fast an increase in production 
and use of less essential consumer or other goods. 

Here the problem of prices comes in. A fast-growing 
economy, where considerable investment is taking place, tends 
in every country to push up prices because of the rising 
demand for all types of goods. The Plan cannot be so large 
or so designed that it contributes to undue inflationary pres- 
sures, especially in the cost of essential consumer goods, 
since this would seriously affect and hurt most of the popula- 
tion. > 

: During the First Plan prices stayed down, but began to 
rise rather rapidly from the very beginning of the Second 
Plan in 1956, in part because food production was not keep- 
ing pace with the increase in demand. Within the past two 
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years, although food prices have been holding steady, there 
is an indication that broader inflationary forces are at work 
due to heavy demands for raw materials and manufactured 
goods and to foreign exchange shortages. Determining the 
size of the Third Plan, therefore, has involved a very care- 
ful judgement of what the economy could *stand" without 
overall and undue inflation. - 

Here allocation of Plan expenditures is important in 
assuring that enough essential consumer goods are produced 
to hold prices relatively steady as demand for them in- 
creases. 

Essential consumer goods in India are largely food and 
cloth; these together take up nearly 70 per cent of family in- 
comes for the vast majority of India's people, and are the 
basic needs which must be provided for. A rise in food prices 
is particularly important not only because it so closely affects 
the living standards of hundreds of millions of people—and 
especially the vulnerable low-income groups who are the vast 
majority—but tends to push up all prices. 

What the Third Plan proposes to do, therefore, is to 
see that more of the essential consumer goods like foodgrains 
and cloth are produced to maintain and gradually raise living 
standards and hold down prices. We have already seen that 
the Third Plan target is self-sufficiency in foodgrains and 
a considerable step-up in the production of cotton and other 
farm products. The fact that India has in hand about 17 
million tons of foodgrains supplied under P.L. 480 gives an 
additional assurance that food prices should not rise unduly 
over the Plan. Higher production of cotton, oilseeds, etc., 
is also proposed—enough to provide somewhat more per 
person than today, even with the expected rise in popula- 
tion. 

But in spite of greater efforts to increase the production of 
essential goods, and with every balance and safeguard, some 
—possibly some disturbing—price rises are still possible. 
Even a 5 per cent drop in farm production, for example, as a 
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result of poor monsoons, can raise prices substantially. Since 
restraints on consumption cannot always be fully effective 
and incomes will be rising, demands will continue to push 
up prices. Inevitably too, some shortages will occur from 
time to time as one development programme may get far- 
‘ther ahead than another. Strong promotion of exports will 
also inevitably mean some restraint on use of these export- 
able goods within India. Otherwise their prices will rise 
and adversely affect export at competitive prices. 

Some of the constraints that will be put on demand (and 
thus on prices) have already been mentioned, such as higher 
taxes and savings. Tighter monetary and fiscal policies will 
also be used. Even then, prices of luxury and less essential 
goods may have to rise; these do not, however, affect the 
vast majority of the Indian people. 

On food products, however, the government must keep 
itself ready to assure plentiful supplies and thus keep down 
prices by various measures—open market purchase of grains, 
discouragement of speculation and hoarding, trading by co- 
operative agencies and, where necessary, by government, 
plus adequate storage facilities that can assure an even flow 
of grains to market, at fair prices to farmers, and thus 
keep prices stable locally as well as nationally. 

On other essential commodities, the government during 
the Third Plan has to keep a close watch on prices and be 
prepared to take action before difficulties became acute.. 
At times for certain commodities the government may have 
to apply more direct controls. It already has a variety of 
possible measures it can use—for example, powers to regu- 
late prices of steel, coal, cement, raw cotton through direct 
price control authority and excise taxes and other measures. 

Price controls are a complex problem at best. What is 
essential is that whatever price control measures are used 
over the Third Plan, they work effectively to hold down 
consumption and give the utmost savings for development on 
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the one hand and on the other assure that neither basic living 
standards nor desirable production are affected. 

Looking again at the broad aims of the Third Plan, we 
see that the whole purpose of the Plan and of development 
itself is to increase production of essential goods which permit 
a moderate rise in living standards and at the same time 
to increase investment today in the kind of development 
which will yield more employment, incomes and opportuni- 
ties in the future. The primary task of the Plan is to achieve 


these targets. 
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THE THIRD FIVE YEAR PLAN :7 


1960 
THE BASIC AIMS T 


—A growth rate of over 5% a year or 30% over the 
Third Plan period; the foundation laid for a 
“self-generating” economy | 

—Self-sufficiency in foodgrains production | 

—Expansion of domestic industrial capacity to make | 
India in 10 years or so largely independent of | 
foreign aid for its industrial development | 

—Maximum use of manpower, and substantial expan- | 
sion of employment | 

—Progressively greater equality of income and oppor- | 
tunity for all groups | 

THE TOP PRIORITIES | 
—Development of agricultural production and the | 
| 
| 
| 
| 


| 


rural economy 
—Development of basic industries like steel, fuel, 
power and machine-building capacity, with 
highest priority given to industries which are 
export-earning and import-saving 
—Improvement of education, health and social 
services 
WHAT THE PLAN WILL COST 
—Rs. 10,400 crores or ($ 21.8 billion) will be invested 
in economic and social development over the 
Third Five Year Plan period, Rs. 6300 crores by 
the Government, Rs. 4100 crores by private 
enterprise. The total compares with Rs. 10,110 
crores invested during the 10 years 1950-51 to 
1960-61 
KEY TARGETS . 
Rising Living Standards 
—A 17% rise in income per person, from $69 (1961) 


to $81 (1966 
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"HIGHLIGHTS AND KEY TARGETS 


Moss 


—Free compulsory education for all children 6—11 
years, and a school within reach of every village 


—Safe drinking water for nearly all villages 
—Electricity for all cities and towns with over 5,000 
population and for 596 of all villages 


—Roads linking every village to the nearest main road 
or railway station 


| —Nation-wide rural medical facilities, cradication of 
| malaria and extension of family planning 
facilities 
—14 million more jobs and employment opportunities 
A More Productive Agriculture and Rural Economy 
—Agricultural production to be stepped up by 3096 


—20 million more acres irrigated, bringing up the 
total to 90 million acres, or more than half of 
India's irrigable area 


—All of rural India reached by the community deve- 
lopment farm-extension programme 


food production drive 
—Productive works programmes using rural manpower 
A Foundation for Self-Sustaining Industrial Growth 
—A 70% increase in industrial production 


—Steel production to go up to 6.9 million tons and 
capacity to be increased to 10.2 million tons 


—Priority development of machine-building and 
engineering industries 
—Rapid expansion of basic chemical and drug in- 


ustries, and a seven-fold increase in fertilizer 
production 


—Intensified production of basic raw materials 
—Power production more than doubled, to 45 billion 
kWh 


| 
| 
| 
| 
| 
i 
| 
| 
| 
| 
| 
| 
| —Key districts in every State put under an intensive 
| 
| 


—An increase of 59% in freight carrying capacity of 
railroads 
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CHAPTER V 
THE THIRD PLAN IN OUTLINE 


THE heart of the Third Five Year Plan, 1961—66, then, 
is to step up, and step up with great intensity, the efforts 
of this past decade of development. Building on the past, 
putting in the utmost in new resources and effort, it must 
accomplish in the next five years as much as has been done 
in the last ten. 

Outlined here are the decisions on the priorities and 
targets of the Third Plan and the amount of resources and 
effort expected and proposed for each category of develop- 
ment. They represent, in the view of India's State and 
national leaders, the minimum effort that the country must 
make to meet the immediate and future needs of its people 
and to cut down progressively the country's dependence on 
foreign aid. 


THE KEY TARGETS 


One way to visualize the Plan readily is to look at its key 
targets. A bird's-eye view of these targets in every field of 
development is given at the opening of this chapter. 

The most significant of these, for today and the future, 
are what India expects to achieve in national and per capita 
income and in key fields of production. In the next five 
years, India expects national income to go up at least by 30 
per cent—which is an average rate of growth of over 
5 per cent a year. If all the programmes proposed for the 
Third Plan are carried out in full, the increase may be 
higher—as much as 43 per cent. But some of the projects 
are new and complex and will, as experience has shown, take 
time to get into full production; some may be slowed by 
shortage of resources. Therefore a more realistic figure is 


CES 30 per cent. 'This will mean, as we have seen, a national 
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income in 1966 of $39,900 million (Rs. 19,000 crores)* 
compared to $30,450 million today, and permit income per 
person to go up by about 17 per cent from the present $69 
(Rs. 330) a year to about $81 (Rs. 385), taking into 
account the very large increase expected in population. 

Other key targets for the Third Plan are again in farm 
production of 30 per cent and for industrial production of 
70 per cent. Thus both industry and agriculture are expect- 
ed to rise nearly twice as fast as over the past ten years and 
lay a stronger base for even faster growth in the next decade. 
Another critical target is employment. New employment in 
development projects alone is expected to rise by some 14 
million jobs, with a rural public works programme provid- 
ing, by the last year of the Plan, work for 23 million more. 

Such then are the high targets of the Third Plan and 
an indication of the tremendous effort, the enormous step- 
up in growth proposed—and imperative—if India is to take 
care of its rising population, meet their present and future 
needs and become progressively less dependent on foreign 
. assistance. 


THE SIZE OF THE PLAN 

To reach such high targets and thus meet its present and 
future needs, the size of the Third Plan is substantially bigger 
than the Second Plan, whether measured in terms of public 
and private investment or of government expenditures alone. 

Looking first at the size of the total investment in the 
Third Plan, the figure for total private and public investment 
is $21,840 million (Rs. 10,400 crores)*, about 50 per cent 
more than in the Second Plan, allowing for the increase in 
prices. 

Private investment is expected to rise substantially. 
These expectations are based on present trends and on dis- 
cussions with committees and groups of leading industrialists 


*At 1960-61 prices. 


- 
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on their plans for expansion. Except for the larger indus- 
tries, however, investment figures for private enterprise are 
necessarily rough.* 


INVESTMENT IN INDIA’S DEVELOPMENT 


(in millions of dollars)** 
Inne IN Med M 


By Private By Govern- Total Investment 


Enterprise ment Invest- as % of 
ment national 
income 
(last year 
of Plan) 
EE Ee AA 
Second Plan*** .. 6510 7665 14,175 11 
Third Plan**** — .. 8610 13,230 21,840 14 


Government investment will, as is shown, move up even 
faster than private, and will constitute nearly three-fifths of 
the total investment in the Plan. The direct foreign exchange 
needed for investment by private enterprise and government 
together is $4263 million (Rs. 2030 crores), about a fifth 
of the total direct investment in the Plan. 

While the size of total investment in the Third Plan is not 
large for a country so big as India, what is particularly signi- 
ficant is the step-up in the rate of investment in develop- 
ment. By 1966 private enterprise and government together 

*During the Second Plan, private enterprise invested considerably more 
—almost 30 percent more—than was originally calculated in the Second 


Plan. The original estimate in the Second Plan was that private enter- 
prise would invest only $5040 million (Rs. 2400 crores). 3 


**Given in crores of rupees the investment comparison is as follows: 


By Private By Gov- Total 
Enterprise ernment Investment 


Second Plan*** .. oc o6 .. 3100 3650 6750 
Third Plan**** ,. 5c oc .. 4100 6300 10,400 


***Estimated at current prices for each year of the Second Plan. 
****At 1960-61 prices. 
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expect to invest an amount equal to 14 per cent of India’s 
total income in new development programmes as compared 
to 11 per cent in 1960-61.* 

Since the relative proportion of national income coming 
from foreign aid will be roughly the same as during the 
Second Plan (over 2 per cent), the Third Plan’s higher 
rate of investment will thus be due to an increase in India’s 
own savings. This is, of course, the essential and promising 
step in moving towards the so-called “take-off” stage, where 
the economy can be "self-generating" and more able to go 
ahead on its own. 

Our second view of the size of the Plan is the total of 
government expenditures proposed. These expenditures 
include government investment plus “current outlays”, that 
is, investment plus expenses on salaries, outlays for social 
services, subsidies, etc., which are also basic costs of carrying 
out development projects and programmes. (Such outlays 
are difficult to estimate for private enterprise.) A bigger 
Third Plan means that both investment and the correspond- 
ing current outlays are also bigger than in previous years. 

These government expenditures are shown in the table 
on the next page, which also shows the allocations to the key 
aspects of development. 

The total Third Plan government expenditure is, of 
course, considerably higher than in the Second Plan, $15,750 
million (Rs. 7500 crores)** as compared to $9660 mil- 
lion*** (Rs. 4600 crores), although the figures are not 
strictly comparable. $15,750 million is the present estimate 
of the financial resources that it is believed can be made 
available to government without undue inflation and consi- 
dering the financing needed by private enterprise. 


Actual expenditures have to be limited to the $15,750 
*In the last year of the Third Plan, 1965-66, investment is expected to be 
$5460 million (Rs. 2600 crores) as compared with S 3360 million 
(Rs. 1600 crores) in the last year of the Second Plan, 1960-61. 
**At 1960-61 prices. 
«Estimated at current prices for each year of the Second Plan. 
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million now in sight. But in order to reach the high targets 
set for the Third Plan and make necessary preliminary pre- 
parations for the Fourth Plan, it is hoped that programmes 


totalling $16,800 million (Rs. 8000 crores) can actually be 
carried out. 


THE STRUCTURE OF THE PLAN 


The table just given shows how the investment and ex- 
penditures of the Plan will be divided among the different 
aspects of development. Determining these allocations is one 
of the most critical tasks in planning and has been carefully 
studied, so that targets can be reached and that there is, at 
the same time, a degree of flexibility. 

The allocations are made on the basis of the goals and 
priorities that have been set after review with private indus- 
try, the State Governments and in public discussion. They 
represent the best possible judgement today on what invest- 
ment and expenditures in each field are necessary to reach 
the high targets India has set. Estimates of private invest- 
ment, especially outside of large industry, are as noted neces- 
sarily rough. The allocations of government expenditures 
cited are of course limited to the $15,750 million resources 
now foreseen but will be raised if finances permit. The tar- 
gets, the progress in meeting them and resources available 
are to be reviewed of course periodically, especially at the 
time of the State and Central annual budgets, so that the 
Plan can be adjusted when necessary to changing conditions. 

The top priority set in the Third Plan is, as we know, 
to bring about, first and above all, a radical improvement in 
agricultural productivity, both in production of foodgrains 
and cash crops. 

The Third Plan has allocated $4431 million, roughly 20 
per cent of the total expected investment, government and 
private, to agriculture and irrigation and rural development. 
A. part of this, $1680 million, will be put in by private enter- 
prise. Resources that will be devoted indirectly to increasing 
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farm production, however, are considerably more. For 
example, the figures do not include the investment to be made 
under industry for the production of fertilizers, farm imple- 
ments, insecticides, by both government and private enter- 
prise, nor the cost of the nation-wide farm extension services 
already established, the roads and other rural development 
works planned, or the farm credit that will be made available. 
Nor do they include the local contributions in cash or labour 
that may be made by village councils or individual farmers 
"towards farm improvement—such as building wells, etc. In 
an under-developed economy, this kind of contribution can 
be fairly plentiful. Taking all these factors together, they 
will amount to substantial additional resources available to 
agriculture beyond the specific figures given here. More- 
over, if further government resources are needed for assur- 
ing a faster step-up in farm production and especially to make 
fuller use of rural manpower, the government proposes to 
make more funds available. 

The second major priority over the next five years is a 
very much faster and more intensive development of selected 
heavy industries to meet immediate needs and also build 
a base for future growth and greater self-reliance. 

The dynamism of the Third Plan, its ability to give the 
Indian economy a powerful push towards self-reliance, lies, 
as we have seen, in emphasis on these industries carried on 
in close relationship with the development of agriculture and 
India’s economy as a whole. Altogether the Third Plan has 
proposed allocations of about 29 per cent of its total public 
and private investment for all large-scale industries and 
mineral development and small industries. Private enter- 
prise alone is putting $2782 million into development of 
industries; government $3507 million. ` 

To support both industry and agriculture, India must at 
the same time develop power, transport and communications 
on an intensive scale to avoid the shortages felt in recent 
years and prevent new shortages from holding up production 
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as the economy goes into even higher gear. Power, 
transport and communications together are expected to 
absorb 27 per cent of the total investment, public and private, 
over the Third Plan. Private investment, however, as shown, 
is expected to be relatively small in these fields—$630 mil- 
lion as compared to $5246 million by government. 

Another important set of priorities of the Third Plan are 
the education, health and other social services, essential for 
development itself as well as for ensuring a fair balance 
between economic and social growth, and for providing 
more equal opportunities to all groups of people. 

Many of the social services proposed in the Third Plan 
are in fact directly linked to development programmes and 
the prospects of economic growth, such as scientific research, 
technical education and the training of craftsmen and family 
planning. There are others which are essential on larger 
social considerations, such as health and welfare, urban 
housing and planning. Roughly 16 per cent of total Plan 
investments, public and private, will go for social services 
and every effort will be made to step up this amount if re- 
sources permit. Private investment in these fields is consi- 
derable, $2258 million. Most of this is for housing and 
construction, while the government resources go largely to 
education and health. : 

It will be seen then that the pattern of investment and 
expenditures continues in general the pattern of the Second 
Plan. There is greater emphasis, however, on building the 
industrial base, on power, and on certain aspects of social 
services. The principal difference in the present allocations, 
compared with those tentatively proposed a year ago when 
the Third Plan was still in outline, lies in increased expendi- 
tures by the States for agriculture, primary education, indus- 
try, power and rural electrification, road development, and 
family planning—all fields in which it was anticipated that 


additional resources might be necessary. 


H 
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ACHIEVING BALANCED INTEGRATED DEVELOPMENT 

The intensely close inter-connections already noted be- 
tween the various major aspects of its economy have been 
carefully studied to determine the pattern of the Third Plan, 
and strike the proper balance among all vital points within 
the economy. The shortage of domestic and foreign re- 
sources makes correct allocation and emphasis especially 
important. Thus, the requirements of steel, coal, transport, 
power, for example, were assessed carefully and the Plan 
attempts to provide for them. Similarly, in drawing up plans 
for railway development, the likely increase in freight traffic 
for farm produce and industrial raw materials and finished 
goods has been taken into account. Manpower needs have 
been explored and plans made to assure adequate trained 
personnel. . 

The chief problem in making each of these decisions is 
that of keeping all parts of the development effort moving 
ahead rapidly but in unison, supplementing and supporting 
each other at every point. 

We should note here that over half the government ex- 
penditures proposed ($8190 million out of the total of 
$15,750 million) are to be spent by the States and Union 
Territories; the remainder by the Central Government. Under 
India's federal system of government, many important deve- - 
lopment programmes—agriculture, community development, 
health, education and other social services are “State sub- 
jects" and the main burden of carrying out these programmes 
is in State hands. In determining the Plan allocation for 
each State, the Planning Commission considered each State's 
needs, problems, past progress, how much each could con- 
tribute towards national targets of growth and income, and 
how much resources each State could muster for its own 
development programmes. Special care was taken to see 
that States whose resources are small do not have to limit 
their development. 


As the Plan proceeds, inevitably, financial allotments 


1 
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Expansion of the basic industries is among the principal aims 
of the Plan, for they will determine the pace at which the economy 
can become self-reliant and self-generating. Above: A worker 
from the Rourkela steel plant. 
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A view of one of the blast furnaces at Rourkela 
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Large deposits of oil have been discovered in Assam and 
Gujarat. Three refincries are being established in the public sector. 
Technicians of the Oil and Natural Gas Commission are here 
feet the Christmas Tree valve at a test well at Kalol in 
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Side by side with large industries, the Plan also promotes village 
and small industries. These will lead to fuller use of local resources 


and labour and help in spreading new skills. Above: A worker in 
a bicycle factory. 
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which are made from year to year to the various development 
programmes of the State and Central Governments will be 
influenced by the speed and efficiency with which the projects 
are carried out. They will also be influenced by the pro- 
gress made in meeting Plan targets, especially in farm pro- 
duction and in savings and taxation, and by the foreign ex- 
change available. The essential problem is to work out in 
each field effective means for obtaining the highest returns 
from the expenditures made, and to start and complete with- 
in the shortest possible time programmes which are vital for 
development and can yield new resources for additional pro- 
grammes. In every field, the main test is that all develop- 
ment projects—those already started and those to be put 
into being in the next five years—should yield their fullest 
benefits as early as possible. 


PREPARING THE PHYSICAL DEVELOPMENT PROGRAMMES 

While actual government expenditures have to be limited 
to the $15,750 million now in sight, the State and Central 
Governments have drawn up “physical” development pro- 
grammes on the basis of $16,800 million so that all the 
plans to raise resources will keep as the target the need for 
a bigger effort. It should be emphasized that key targets 
of the Plan, particularly in industry and transport, depend 
upon programmes drawn up on this larger basis. 

The programmes described in brief in the following pages 
and in detail in the later chapters, and the government appro- 
priations noted for them, are based on a total of $16,800 
million of expenditure. In short, India is making plans 
today to press ahead with the utmost development so that 
other programmes are “ready to go” and can be taken up if 
they become economically possible. 

Another reason for setting development programmes 
higher than the resources immediately in sight is to include 
projects for both the Fourth Plan as well as the Third. All 
such projects require considerable advance planning. 
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Although such preparation takes time but in fact relatively 
little expenditure, the projects must be adequately budgeted 
for now so that the preliminary steps can be taken. 

A full picture of how India can raise resources is given 
in the next chapter. The States can, it is believed, with 
additional taxes, finance the full “physical” programmes pro- 
posed. Income from existing taxes and other revenues in 
the States has been increasing in recent years. As the 
economy grows they can increase even faster and higher 
taxes can be imposed. The “gap” between the development 
programmes which it is hoped to start and those for which 
financial resources are now foreseen applies chiefly to the 
Central Government’s programmes, especially to industry 
and transport. With the greater effort now planned to raise 
more resources, it is hoped to reduce, possibly even elimi- 
nate, this gap. 

Recent studies indicate it may be possible to raise addi- 
tional resources within the country for such programmes. 
This will be more especially true if all development pro- 
grammes move at the speed hoped. The support which the 
Third Plan has already received from friendly countries and 
the World Bank and other international agencies for the next 
two years also indicates that the foreign exchange shortage 
may not be an initial major block to carrying out develop- 
ment programmes. While some projects which have a rela- 
tively long “gestation period” and involve difficult technical 
problems, may spill over into the Fourth Plan, every possible 
effort will be made to press those projects which are essen- 
tial for achieving the key targets of the Plan, and which will 
“pay off" earliest in additional resources for further develop- 
ment. 

Meanwhile, programmes of industry, power and techni- 
cal education, which are closely linked, must go ahead in a 
coordinated, connected way, under an approved scheme of 
priorities based on present resources. If additional resources 
become available, even more rapid progress will be assured. 
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In other fields, the possibility of carrying out development 
programmes beyond the limit set by the resources now in 
sight will depend on India's ability to raise further taxes and 
revenues and the amount of local funds and contributions 
in cash or labour forthcoming. In some fields, such as agri- 
culture, small industries and social services, considerable 
local funds and contributions may be expected. Visualizing 
larger development programmes in these fields today will 
give a margin of further development to be taken up if such 
resources are forthcoming. 


DEVELOPMENT PROGRAMMES AND TARGETS 

We have already named the key targets of the Plan—in 
agriculture, industry, income and employment. The deve- 
lopment programmes designed to reach these, and the many 
other important targets of the Plan are described very briefly 
here. Later pages discuss each programme more fully. But 
even in this brief summary what is readily seen is the range 
of effort, the nation-wide mobilizing of resources and man- 
power, the economic and social changes necessary to achieve 
India's goals. 


WHAT INDIA WILL Do IN AGRICULTURE 

The Third Plan intends to step up farm production as 
a whole by 30 per cent*—a rise nearly twice as fast as in 
the past ten years. To achieve such a sizable rise, the 
Third Plan is mounting a strong attack on six main fronts. 

First, since irrigation is crucial to increasing total yields; 
India will put 20 million more acres under irrigation, bring- 
ing the (net) total to 90 million acres, nearly half of India's 
irrigable area. : Second, on land which cannot be irrigsted, 
India will stress soil conservation work on 11 million acres 
and dry farming techniques on about 22 million acres. Third, 
it will vigorously step up the use of fertilizers—a five-fold 


*In terms of the index of agricultural production for all crops, The ind 
for 1960-61 is 135; by 1966 it will go up to 176 (1949-50==100). P iss 
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increase in the case of nitrogenous* fertilizers (from 230,000 
tons to one million tons) and a six-fold increase in phos- 
phatic** fertilizers (from 70,000 tons to 400,000 tons). It 
also hopes to get 41 million acres covered by green manures. 

Fourth, a new nation-wide and intensive drive will be 
made to introduce improved ploughs and farm implements 
and stimulate their manufacture by both government and 
private enterprise. Fifth, the farm extension and rural com- 
munity development programme will be extended to all of 
tural India by October, 1963, and thus be able to reach 
India’s 360 million farm people with knowledge of new 
farming techniques. In more and more States, responsibility 
for development will be placed in the hands of the people 
themselves through popularly elected local bodies. Rural 
cooperatives are to be expanded to cover about two-thirds 
of all farm families, providing them with farm credit and 
supplies, and local storage and marketing facilities. 

Finally, selected districts which have particularly favour- 
able conditions for stepping up farm production such as 
irrigation or assured rainfall are being put under an “inten- 
Sive agricultural district programme”. To begin with, one 
such district has been selected in every State. This signifi- 
cant new programme will bring to these areas a concentra- 
tion of technical help, fertilizers, improved seeds, credit and 
other supplies to reach all farmers and get immediate rapid 
gains in production out of a total community effort. 

When the targets (see p. 93) are reached by 1966, 
India will be self-sufficient in foodgrains, even with the 
larger population expected. By this it is meant that India will 
be able to provide about 17.5 oz of foodgrains per person per 
day compared to 16 oz today, besides providing some margin 
against emergencies. The target for raw cotton is expected to 
provide 17.2 yards of cloth per year per person, as com- 
pared to 15.5 yards today, and in addition allow for exports- 


*In terms of nitrogen. 
**In terms of P205. 
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The production of important farm products is planned 
to go up as follows : 
THIRD PLAN TARGETS FOR FARM PRODUCTION 
EC Third Plan - % 3 
(provi. (1965-6 


sional) 
Foodgrains (million tons) - A 76* 100 32 
Oilseeds (million tons) . v 7:1 9-8 38 
Sugarcane** — (million tons) . 35 8 10 25 
Cotton (million bales) .. x ere 5:1 7 37 
Jute (million bales) YA Za ya 4 6:2*** 55 


To provide more balanced diets and at reasonable prices, 
India intends at the same time to give more attention to 
stimulating production of such foods as fruits and vegetables, 
milk, fish, meat and eggs and cooking oils. Large pro- 
grammes for improving fisheries, dairying and livestock, for 
setting up milk supply systems for the cities as well as 
creameries and milk product factories will be part of this 
effort. Production of other cash crops important for export— 
coconut, arecanut, cashewnut, pepper, cardamom, tobacco, 
and lac—will be stepped up by special measures. 


THE DEVELOPMENT PROPOSED FOR INDUSTRY 

Industry, the next top priority of the Plan, will get a 
powerful push forward. The strongest emphasis will be on 
those industries which build for the future and can help 
make the economy more self-reliant and self-sustaining, 
namely, steel and machine-building and the manufacture of 
producer goods. It is these industries which will help reduce 
the need for foreign aid, and make possible manufacture of 
other basic goods India needs as well as a wider variety of 
exports. 


“More recent estimates indicate that the 1960-61 yield may be over 
79 million tons. 


**In terms of raw sugar, or gur. 
***Excludes mesta which may provide 1:3 million bales in 1965-66, 
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Both private enterprise and government, as we have seen, 
propose very substantial investments in industry and mine- 
rals——$2205 million from private enterprise, $3192 million 
from government. While the lead in developing new capacity 
in basic and heavy industries, principally iron and steel, 
machine tools, fertilizers, basic chemicals and intermediates, 
essential drugs, will be taken by the Indian Government, pri- 
vate enterprise will play a critical role in the manufacture of 
machinery for-textile mills and sugar, paper and cement mills, 
of trucks and other vehicles, in coal mining, in the production 
of fertilizers and other important industrial chemicals, in 
bulk processing of drugs, and in essential consumer goods. 

With the very large private and public investment to be 
put in, plus a concentrated effort to improve technical train- 
ing, managerial skills and know-how, industrial production 
by 1966 is expected to go up by about 70 per cent over 
present levels. More significant than the rise in production 
as a whole will be the increased output of iron and steel, 
machinery and chemicals. These basic materials, as noted 
earlier, have already shown tremendous growth and are of 
key importance to India's future. 


PROGRESS IN INDUSTRIAL PRODUCTION 
(Index : 1950-51—100) 4 


1960-61 1965-66 % increase 
70 


General index .. ve zf s 194 329 

Iron and steel ` vs CH 55 238 637 168 
Machinery oo me óc an 503 1224 143 
Chemicals V. ek Wd za 288 720 150 
Cotton textiles .. : Ge 133 157 ! 18 


The gains over the Third Plan alone will be sizable. Com- 
pared to the very low levels of 1950-51, they will show 
notable rises in important new directions for a developing 
country. In relation to advanced nations, or even to India's 
needs, the production will still of course be relatively small.* 


"For example, by 1965-66, even with the very marked expansion that 
pill have taken Place, India e producing a tle ae 9 million 
as com; witi i i n 
about 15 million tons in Ee in 1959. UR 
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A key Third Plan programme is the development of iron 
and steel. The target is a capacity of 10.2 million tons in 
terms of steel ingots and 1.5 million tons of pig iron. This 
compares with today's capacity of 6 million tons for steel 
ingots (half this capacity is in government-owned and half 
in private plants), and for pig iron of 900,000 tons. India's 
privately owned steel plants have been already expanded and 
the additional output expected over the Third Plan will come 
almost entirely from government-owned plants. Capacity of 
the three government-owned plants—Bhilai, Rourkela and 
Durgapur—started during the Second Plan will be doubled, 
to 5.9 million tons. Even this will not provide enough steel 
for this fast developing economy. A fourth steel plant with 
an initial capacity of one million tons is to be started by the 
government. Production of alloy, tool and special steels— 
a new and critical field for India—is being given a high 
priority, and a new plant is being set up to produce 200,000 
tons. Private enterprise is expected to produce about 
200,000 tons of pig iron from low-shaft furnaces, as well as 
3 million tons of steel ingots in the private plants already 
established and expanded.: 

The most significant growth over the Third Plan will be 
in machinery and engineering industries, since purchase of 
heavy machinery today is one of the principal drains on 
foreiga exchange. Machinery also is one of India’s most 
promising exports to finance future growth. Building on the 
good start in machine production already made, the Third 
Plan proposes sizable expansion and will enter into many 
new fields. 

Private enterprise is expected to play a considerable part 
in machinery and machine tools. In certain lines, such as 
textile mill, sugar, cement and paper mill machinery, India 
hopes to develop enough private capacity to cut down im- 
ports substantially and. in some categories even: reach self- 
sufficiency. 

Government-sponsored plants to be set up include: a 
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heavy machine-building plant to supply most of the needs of 
the steel mills; a foundry/forge; a coal-mining machinery 
plant; a heavy structural plant; a heavy plate and vessel 
works; a heavy machine tool factory; and three heavy electri- 
cal projects for the production of a wide range of power 
generation equipment for India's power plants. . 

Development of India's heavy chemical industry is an- 
other of the outstanding new fields to be expanded over the 
Third Plan. Fertilizer production, vitally necessary to in- 
crease crop yields, is to be stepped up from about 110,000 
tons (in terms of nitrogen) to an estimated production of 
800,000 tons or over seven-fold. A substantial increase in 
the production of phosphatic fertilizers is also proposed. 
Fertilizer production by private enterprise and private foreign 
collaboration is being vigorously encouraged, as well as in 
government-owned plants. Organic chemicals, dyestuffs, plas- 
tics, synthetic drugs, antibiotics, sulphuric acid and caustic 
soda are among other significant products expected in far 
larger quantities in the Third Plan from India's expanding 
chemical industry. 


To feed a rapidly developing industry and an expanding 
transport system, the Third Plan has set a high coal produc- 
tion target —97 million tons compared to the target of 60 
million tons set for the end of the Second Plan. Nearly half 
of this increase will be met from privately owned mines. 
Exploration and development of other mineral resources— 
copper, bauxite, uranium, gypsum and oil—have a high 
priority. Foreign firms are being invited to join the explora- 
tion for oil and most of the promising sedimentary areas in 
India will be explored. The government will be entering 
petroleum refining for the first time in 1962, and by the end 
of the Plan will have a share in nearly half the refining capa- 
city of the country. 

Essential consumer goods needed by the rising popula- 
tion will be produced by private enterprise, large and small. 
Those of special importance are bicycles, cloth, sugar, cook- 
ing oils, sewing machines. 
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Briefly summarized, the important Third Plan industrial 
targets proposed for both producer and consumer goods in- 
clude : 

SELECTED THIRD PLAN INDUSTRIAL TARGETS 
(Annual production, in large-scale industry only) 
1960-61 — 1965-66 


Steel ingots (million tons)  .. E za = 3:5 9:2 
Aluminium (000 tons) Vs Sib 4b SA 18-5 80 
Coal (million tons) .. 50 an Ss Se 54-6 97 
Iron ore (million tons) OS 50 I. Ps 10-7 30 
Diesel engines (000s). . : T 40 66 
Machine tools—graded (value i in millions of $) .. 11:6 63 
Ball and roller bearings (millions) . oo Oe 2-9 14 
Paper and paper board (000 ions). ca oc 350 700 
Sulphuric acid (000 tons) .. we Ad Gc 363 1500 
Caustic soda ("000 tons) vs S Ss 2i 100 340 
Cement (million tons) do On 50 Oc 8.5 13 
Sugar (million tons)* ae cc Sc 3 3:5 
Cotton textiles (million yards)** meat Se 1228855127 5800 
Bicycles (70005) v. oc vs oa SA 1050 2000 
Sewing machines COM oc oc dc on 297 700 
Automobiles (’000s) . SE 55 56 53-5 100 


Small-scale industries which qe grown rapidly over the 
past five years are to be stimulated to step up even further 
their production of consumer and simple producer goods, 
and to create more employment for the growing labour force. 
Private enterprise which has already shown outstanding 
vigour in this field is investing an estimated $577 million 
(Rs. 275 crores) in these industries. The government is 
putting in $554 million (Rs. 264 crores) chiefly to provide 
special kinds of assistance like facilities for training, techni- 
cal know-how, provision of credit, supply of raw materials. 
More "industrial estates" will be provided where small manu- 
facturers can set up business,with power and transport and 
other facilities ready at hand. Small industry will be encour- 
aged to go into rural areas and the traditional village indus- 
tries encouraged to use improved techniques: 


*For crop year, November-October. 
**Mill-made. 
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Since demand for power is going up very rapidly, power 
has one of the highest priorities in the Third Plan. Total’ 
power generating capacity will be increased from the present 
5.7 million kW to 12.7 million kW at the end of the Third 
Plan, in new plants as well as those now under completion. 
Power production will be well more than doubled, from 19.8 
to 45 billion kWh. Even with this considerable jump in 
production, there may be local power shortages from time to 
time. During the Third Plan, India will launch its first nuclear 
power station, of 300,000 kW capacity; but most of the new 
power stations will be thermal and hydel plants. As we 
have seen, India is producing more and more of its own 
power equipment but nevertheless substantial imports will be 
needed. 

About 20,000 more towns and villages will be electri- 
fied during the Third Plan period, bringing the total to about 
43,000. Almost all towns with a population of over 5000, 
and about half of those between 2000—5000 population 
will be electrified. Private investment in power is expected 
to be relatively small—$105 million compared to $2125 
million from government. 


TRANSPORT AND COMMUNICATIONS 


Transport shortages of these past few years have accent- 
ed sharply the key role of transport in a developing country. 
Over the next five years freight traffic moving by rail and 
road will become increasingly heavy, a very large part of it 
“developmental” traffic—steel, cement, iron ore, coal. One 
of the largest single development programmes of the Third 
Plan is expansion of transport. The government is to invest 
$3121 million in transport and communications and private 
enterprise $525 million. i j 

. India’s railways will be expanded to carry about 245 
million tons of freight by 1965-66—about 59 per cent more 
than today. This will call for considerable investment in 
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new rolling stock, and in laying of new railway lines and 
doubling of track. India can now produce much of its own 
rolling stock, rails and other equipment; a considerable 
amount must still be bought abroad. Even with the sizable 
expansion planned, the railroads will continue to operate 
under strain throughout the Third Plan period. 

Freight moving by road is expected to more than double 
in the next five years. To facilitate road transport, 25,000 
more miles of surfaced roads will be laid, and the existing 
road system expanded and upgraded. Road transport services 
are expected to grow as rapidly as more commercial vehicles 
become available. The present estimate of production is 
155,000 more vehicles, which will bring a total of 365,000 
on the roads. Most of the private investment in transport will 
be in road transport services for freight and passengers, as 
well as production of vehicles. India's ports, waterways and 
airlines will be expanded and improved. Post and telegraph 
Offices, telephone facilities, broadcasting facilities will be in- 
creased to meet the rising tempo of needs for better and faster 
communications. 


EDUCATION AND OTHER SOCIAL SERVICES 

Essential for development itself, and for keeping social 
progress and opportunities in pace with economic growth, 
is the expansion of social services. Education and especially 
technical education is, as we have seen, one of the keys to 
India's progress now and over the future. Public pressures 
are constantly rising for more funds and schooling facilities 
as well as for more trained manpower. The Third Plan will 
meet these demands to the limit of its resources. 

An outstanding programme of the entire Third Plan is 
to introduce for the first time in India's history free compul- 
sory education for all children 6—11 years old. 100 per cent 
attendance will not be possible because education for girls 
is still, in spite of remarkable social changes in the last ten 
years, considerably behind that of boys. But by 1966 over 
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three-fourths of all the children in the age group of 6-11 
years are expected to be in schools. Middle and high schools, 
although for the most part not free nor publicly owned, will 
be helped to expand by government grants. Altogether, 
through high school, India will have 64 million children in 
schools by 1966—about 20 million more than today. Nearly 
half a million more will be in colleges and higher technical 
institutions or about 1.5 million altogether. Over 70 new 
colleges must be opened each year of the Plan to meet the 
demands for higher education. To expand education so 
rapidly, over 550,000 more teachers are needed for the 
schools, 27,000 more for the colleges. 'Teacher-training 
therefore has one of the top priorities in the Plan. So too 
does the teaching of science at all levels to prepare more 
students to take part in a technically developing society. 

One of the most challenging jobs in the Third Plan is 
to increase the number of trained men and women India 
needs—engineers, doctors, nurses, science teachers, skilled 
statisticians, competent managers and administrators. Over 
the Third Plan alone, India needs more engineers than it has . 
today (over the Fourth Plan, it will need more); it will need 
over a million more skilled workers and 59,000 more men 
and women in the rural extension services. To meet these 
and other manpower needs now and over the future, techni- 
cal institutions for training in engineering, medicine, agri- 
culture, crafts, for social work, and business and public 
administration, are being expanded as fast as possible. For 
example, engineering colleges and polytechnics will be able 
by 1966 to take in about 57,000 students a year as compared 
to some 40,000 today. 

In the field of health, the Third Plan will launch nation- 
wide efforts to assure safe drinking water in city and village, 
to provide public health services, to prevent communicable 
diseases and to promote family planning. A malaria eradi- 
cation programme is already underway to wipe out malaria 
entirely. Nation-wide control campaigns are being started 
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on tuberculosis and smallpox, and cholera will be checked 
in endemic areas. A particular effort will be made to get 
safe drinking water in villages, especially in areas where as 
yet little rural development work has been done. The import- 
ant rural health service already started will be considerably 
enlarged, to put one rural health centre-cum-hospital in 
every rural development block, some 5000 in all, although 
this still means only one health centre for about every 70,000 
tural people. 

Because of the sharp increase in population, family plan- 
ning has a very high priority. Nine times as much funds as 
in the Second Plan, up to as much as $57 million (Rs. 27 
crores), are being proposed for it. The programme will in- 
clude a widespread educational campaign, training and 
research, and stepped-up production and distribution of con- 
traceptives. The number of family planning clinics will be 
increased from 1650 to 8200. 

To deal with the serious housing and living conditions 
of the cities, urban planning will have new and strong 
emphasis. Calcutta, which has particularly urgent needs as 
the largest and most congested city in an industrial region, 
will be among the most important of the 40 or more cities to 
be dealt with. The promising rural housing programme al- 
ready started will be tied into the community development 
programme and the setting up of local building material 
industries. 

While new housing will be built mostly by private home 
builders or agencies (as we have seen private enterprise is 
expected to invest over $2200 million in construction; most 
of this will be for housing), the government will carry on its 
programmes for low-income group housing, housing for indus- 
trial workers, slum improvement and rural housing. It will . 
also move to acquire and develop land for housing especially 
in urban areas and to provide finance for low and middle 
income housing through housing finance agencies. 

Among social welfare activities, child welfare will have 
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the highest priority. An effort will be made to stimulate and 
coordinate welfare services for normal as well as handi- 
capped children, to deal with juvenile delinquency and parti- 
cularly child beggary. Special attention will be paid to deve- 
lopment programmes for backward groups and tribal people. 
Getting cooperation of voluntary agencies, particularly for 
social welfare work and family planning, and even for actual 
construction work, will be an important aspect of the Plan. 


EMPLOYMENT 

As we have seen, because of the growth in population, 17 
million more people will come of age to seek and need work. 
The development programmes of the Plan described above, 
if carried out in full, are expected to provide employment for 
14 million people. To create further employment and also 
assure that essential construction and farm and land improve- 
ment work is done, India will initiate its first rural works 
programme, handled predominantly through small local pro- 
jects in the villages. By 1966 about 22 million people will 
be working in these programmes. 

These then are the high targets of the Third Plan and the 
programmes designed to achieve them. As they have been 
reviewed and discussed over the past year and more, it is 
clear beyond doubt that the targets are certainly modest ones 
to meet the sharply rising expectations of the people and the 
demands of the economy. It is also clear that to reach 
these targets will take the utmost efforts, the most efficient 
management, the maximum returns in the shortest possible 
time from each development programme, the closest coordi- 
nation of all programmes so that each supports and paces all 
others in constant upward spiral of growth. It will also take, 
as we have seen, a considerable measure of sacrifice and 
austerity, a restriction on non-essential production and im- 
ports, a restraint on living standards, a step-up in savings 
and taxation. 

The hope that India can meet its pressing needs today and 
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tomorrow, that it can get farther down the road to self- 
reliance lies indeed in achieving the targets to the full. — 

But even if India achieves all its targets, it will still have 
a long way to go to be a developed country. The Third 
Plan is only a step in a new intensive phase of a decade or 
more of growth. But it is a crucial step. With its success 
the day will have come at least a little closer to realization 
when India can finally conquer poverty and bring all its 
people the opportunity for a better life. 
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CHAPTER VI 


FINANCING THE PLAN 


To pay fora $21,840 million Plan will take a supreme 
effort by the Indian people, by Indian enterprise and by the 
Indian Government. It will also require substantial assist- 
ance from friendly countries. Yet an investment of $21,840 
million over five years, for a nation of 438 million people 
with such important needs, is indeed small. For example, 
the United States Government in a single year, 1960, has 
spent nearly five times as much on investment and consump- 
tion, and U.S. private investment alone in that one year has 
been over three times as much. 

But this is a large amount for India, only now arising from 
poverty. It will mean that investment per person in India 
will average about $9 per year—out of an average income 
per person of not much over $76 a year during the Plan 
period. Raising real resources to achieve the Plan targets, 
while necessary and possible, is thus by no means easy. 

India is prepared to make the utmost effort to raise its 
own rupee resources for the Plan. As a democracy, India 
must do this, as we have seen, not by forcing down the 
already low living standards, but at every step with popular 
consent and support of its people and a due concern for 
their welfare. 

Raising funds for the Plan must of course involve a 
sizable increase in taxes or savings. But it must also involve 
a constant and fast rise in production so that at the same 
time India's low living standards can be raised somewhat and 
savings increased without undue hardships or inflation. In 
short, India must create the surplus resources it needs 
throughout the Plan as well as make sure, through tax and 
other measures, that it draws them off to invest in develop- 
ment, with all income groups bearing a fair share of the 
burden. 
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To help obtain the foreign exchange required to buy 
abroad the machinery, equipment and supplies needed for 
development, Indian exports are to be stepped up substan- 
tially. But even if these imports are held down to absolute 
essentials, India's foreign exchange earnings cannot pay for 
them all. India must therefore seek considerable foreign aid 
and foreign private investment to help build an economy that 
can be progressively more self-reliant in the future. 


THE OVERALL FINANCIAL VIEW 

In looking at the prospects for raising the necessary re- 
sources for the Plan, the situation is now in several ways 
considerably better than in the past, and in some ways more 
strained. 

The $21,840 million to be invested in the Third Plan 
is, as noted earlier, about half again as much as was 
invested over the Second Plan—a very sizable increase. It 
would have been impossible ten years ago, even five years 
ago, to consider a plan of this size. Today the nation is 
better prepared for a larger development effort. In short, 
resources grow as the economy grows. With the key invest- 
ment and general growth in national income that has taken 
place over the past decade, India is far better able today to 
produce more resources and will continue to be so, if pro- 
duction goes up as proposed. 

The prospects for earning more foreign exchange have 
also improved. India’s industries have become more diversi- 
fied and able to produce more goods for export, in addition 
p its traditional exports of tea, jute, cotton textiles and the 

e 

The prospects of adequate foreign aid have likewise 
brightened. Over a year ago, at the time the Draft Outline 
of the Plan was prepared, there was concern whether the 
necessary foreign assistance would be available soon enough 
or come in a form adapted to support the particular project 
and maintenance needs of the Plan. Over the past year, the 
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interest expressed by friendly governments, the World Bank 
- and other international lending agencies in assisting India at 
this period of intensive growth has made it easier to plan 
ahead. It now appears that India will have suitable aid to 
start many of its programmes over the first two years of the 
Plan although negotiations are not yet complete. The subs- 
tantial loan of food and other agricultural commodities 
made a year ago under U.S. P.L. 480 has also helped to 
Bive assurance that, together with India's own rising farm 
production, there should not be price rises or shortages in 
these basic essentials of life. 

India has moreover considerably more experience today 
in planning for and living with an economy where resources, 
especially foreign exchange, are short. The early years of 
the Second Plan saw acute foreign exchange shortages and 
price rises. It was necessary to cut down the size of the 
Plan itself, make sharp cuts in imports, impose higher 
taxes, reduce deficit financing and draw more heavily than 
expected on foreign exchange reserves and aid. This expe- 
rience, difficult as it has been, has proved a valuable one 
in highlighting the problems of financing and managing deve- 
lopment in a fast-growing economy. In the Third Plan, the 
problem of price pressures and means of offsetting them 
through higher production and heavier taxes are more clearly 
foreseen. More exact estimates of foreign exchange needs 
have been made, imports are cut down to the bone and both 
private enterprise and government have become familiar with 
the techniques of import and licensing controls. In other 
words, the economy and the administration have adjusted to 
shortages and today are more prepared to meet the strains 
and stresses of rapid development. 

Yet, India must face-the fact realistically that the eco- 
nomy will continue to operate under strain throughout the 
Plan period. There will be little “fat” or leeway to spare, 
even with production pushed to the utmost, and with 
generous foreign aid. Development will press hard upon 


- 
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resources—as it must if the nation is to raise the present low 
living standards and prepare itself for the future. The 
increase in population also imposes a greater strain. There 
will continue to be pressures on prices. There will continue 
to be severe shortages of basic raw materials and capital 
goods. India no longer has a cushion of foreign exchange 
reserves to permit imports beyond those strictly needed for 
the Plan; even for essential imports, dependence on foreign 
aid is direct and sizable. 

In short, development will not be painless. It will demand 
from all, and most from those who can afford it best, 


heavier tax burdens, austerity, and sacrifices far more fairly 
shared, 


TOWARDS SELF-RELIANCE 


With the utmost effort to raise its own resources and the 
help of friendly countries, India expects over the Third Plan 
to be able to increase its rate of investment in development 
very markedly. 

The Third Plan investment of $21,840 million will mean 
a stepping up of the rate of investment from the present 
level of about 11 per cent of national income to over 14 per 
cent. This is a sizable jump. To bring it about, India hopes 
to raise the rate of its own savings, as we have seen, from 
the current level of over 8 per cent of national income to over 
11 per cent by the end of the Third Plan. Foreign investment 
and assistance over the Third Plan, as over the Second Plan, 
is expected to continue at over 2 per cent of India’s national 
income, thus making possible a total rate of investment of 
over 14 per cent in development. 

Here we need for a moment to look ahead to the problem 
of financing India’s growth not only over the Third Plan, 
but over the next decade or so of intensive development. 
Over the future, investment in development must take 8 
larger and larger part of India’s national income, as much as 
20 per cent by 1976, with a progressive cutting down of the 
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proportion contributed by foreign aid. This is the essence of 
the self-reliance towards which India is striving. It means 
that India will have to “save” a larger and larger part of its 
own income for development, with the Indian people and 
all parts of the economy sharing a heavier burden. 

To reach any such levels of investment over the Third 
Plan or future years, production must constantly go up to 
create constantly larger resources for investment. But rising 
production alone will not mean a rising proportion of India's 
own income invested in development. As we have seen, 
India has so far been ploughing back only a relatively small 
share of its income into growth. Today in all advanced 
nations and many of the developing nations, the proportion 
is considerably higher than in India. 


RISING NATIONAL INCOME & INVESTMENT 1951-1976 
(in dollars, at 1960-61 prices) 
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India can and must do better. This is the crucial task in 
becoming more self-reliant. Over the Third Plan and over 
the future, India will have to move forcefully in several direc- 
tions. The three most important are, first, stepping up 
taxation very considerably; second, assuring that both public 
and private enterprises yield far greater surpluses to plough 
back into development; and third, drawing off more savings 
by borrowings from the public. Further, because India needs 
such a large amount of foreign exchange at this stage of its 
development, India must also continue its vigorous efforts 
to save on imports by manufacturing at home goods now 
bought abroad, and at the same time step up exports even 
of goods needed by Indian consumers. 

In the Third Plan, all these methods of raising resources 
are to be used far more than in the past. 


FINANCING THE THIRD PLAN 


The problems of financing the Third Plan can most 
easily be taken up in its several parts: (1) How the govern- 
ment will raise the domestic finance it needs for the Plan; 
(2) How private enterprise will raise its finance; and (3) 
How the foreign exchange requirements of both govern- 
ment and private enterprise will be met for the five years. 


(1) FINANCING THE GOVERNMENT'S SHARE OF THE PLAN 


Only about 45 per cent of the Central and State Govern- 
ments’ total expenditure over the coming five-year period 
will be Plan or new development expenditure. The necessary 
government expenditures “outside” the Plan—for defence, 
law and order, administration and the usual functions of 
government, as well as for the cost of maintaining the deve- 
lopment services already started—necessarily take a good 
portion, about 55 per cent, of the total budget of a country 
of over 438 million people. Today, with higher taxes an 
more production in the economy these non-Plan expendi- 
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tures can easily be met out of normal taxes and other 
revenues, even leaving a surplus. The problem is to find 
resources over and above these expenditures for financing 
new development under the Plan. 

Altogether, for the Plan, the Central and State Gov- 
ernments will need, as we have seen, a minimum of $15,750 
million—$13,230 million for investment*, plus $2520 mil- 
lion for *current outlays" for extending social services and 
for certain administrative overheads on Plan projects and 
programmes, 

The possible means for raising this amount for the Third 
Plan have been studied in considerable detail over the past 
year, in the light of recent financial trends and possible 
new taxes and savings, and discussions with State and Cen- 
tral Government finance departments. The National Deve- 
lopment Council meeting in January 1961 adopted the Plan- 
ning Commission's estimate of $15,750 million finance 
currently in sight, but noted that over, $16,800 million in 
investment would be required to carry out the desirable and 
necessary physical Plan programmes just described in the pre- 
ceding chapter. Whether development can be financed up to 
the target figure depends upon how far domestic savings can 
be stepped up to match and how much Plan expenditure will 
actually take place over the Plan period since, as we have 
seen, some expenditures on some projects will spill over into 
the Fourth Plan period. In the light of estimates of the 
1960-61 and 1961-62 Central and State Government bud- 
gets and the possibility of obtaining more resources, a more 
optimistic view now seems justified of the total amount that 
could be raised by the Centre and the States. Thus, while 
government expenditures under the Plan are at present being 
set at $ 15,750 million, the aim will be to raise additional 
resources so that priority programmes may go further ahead 
as hoped. 


*This figure includes $420 million which will be provided as direct financial 
assistance to selected private investments in agriculture, industry, 
housing, etc. 
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The proposals for raising $15,750 million by both the 
Centre and State Governments is shown in the following table, 
with the Second Plan figures given for comparison : 


GOVERNMENT RESOURCES FOR THE THIRD PLAN 
(in millions of dollars) 
Second % of Third % of 


Source Plan total Plan total 
estimates 


TAXES 
]. From Existing Taxes 
(Balance available above ponian 
expenditures) oF ^ —105  —1 1155 
2. From Additional Taxes 30 
(Including measures to increase 
public enterprise surpluses) +. . 2209 23 3591 


PuBLIC LOANS AND SMALL SAVINGS 
3. From Net Public Loans .. .. 1638? 35 1680 
4. From Net Small Savings .. EC 840 1260 
NET CAPITAL RECEIPTS 
5. From Pensions and other Funds and 


Miscellaneous Net Receipts .. 483 5 1134 7 
CONTRIBUTION OF PUBLIC ENTERPRISES 
6. From Railways Contribution .. 315** 210 
7. From Surpluses or. other cus 3 7 
Enterprises . . : 50 LA 945 J 
8. Deficit SEIS Oe .. 1991 21 1155 7 


'TOTAL INTERNAL RESOURCES . BNU 76 11,130 71 


9. Foreign Assistance Contribution 
to Budget* 2289 24 4620 29 


TOTAL, CENTRE AND STATE RESOURCES 
AVAILABLE FOR THE PLAN od See 100 $15,750 100 


*Net Public Duns in Second Plan includes loans to government by 
State Bank out of P.L.480 funds. In 1960-61 and Third Plan, this item is 
covered under Foreign Assistance Contribution to Budget, which includes 
Ge of P.L. 480 funds by Reserve Bank in special government 
securi: 


**Inclusive of the increased fares and freights. 
***Included in items 1 and 5 of table. 


****Deficit Financing includes O; short-term borrowing from Reserve 
Bank and draw-downs of mer und balances. ` 
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While considerable study has been given to these 
estimates, the experience of the Second Plan highlights once 
again the fact that the estimates for any single source can- 
not be exact. For the five-year period ahead, attention must 
be focussed on the problems and possibilities of raising finan- 
ces as a whole rather than on any single source. Here the 
health and growth of the economy are the key 
points. On taxes, for example, only broad estimates can 
be made since growth rates in the economy will vary, affect- 
ing tax yields. Estimates of surpluses from many of the 
new government plants are at this time admittedly tentative. 
The availability of timely foreign assistance also has an 
important bearing on whether certain projects can get into 
and maintain full production and thus how much Indian 
funds can in fact be raised. However, the broad estimates 
given above generally indicate the size of contribution ex- 
pected from the various sources. 


TAXATION 


About 30 per cent of Plan expenditures are expected to be 
financed by existing taxes and from additional taxes. In all, 
taxes are the most important single instrument for financing 
the Plan from India’s own resources. India’s tax system must 
be both effective and flexible, able to draw out fairly, with 
due regard to the people's welfare and investment incentives, 
an increasing share of the national income for development. 

A flexible and progressive tax system is also essential to 
assure, in this period of intensive growth, that those who 
benefit most from development contribute fully and fairly to 
it and that gross inequalities in income are reduced. Fair 
taxation then serves a necessary social as well as develop- 
mental aim in India, as in other democratic nations. 

Proper tax measures have another aspect of special 
importance at this stage. By drawing off part of personal 
incomes, direct taxes will help hold down demand—and thus 
prices—for goods. Sales and other indirect taxes will also 
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help to hold down demand. This is an urgent problem in a 
rapidly growing economy with inevitable pressures on every 
side. 

India has already built a tax system which includes per- 
sonal and corporate income taxes, capital gains and inheri- 
tance taxes, and various forms of indirect—sales and excise 
—taxes. Over recent years new taxes have been imposed 
and have brought in considerably larger revenues. But the 
proportion of national income taken off in taxation has 
actually risen very little and is as yet less than a tenth of the 
total income in India. Clearly if India is to become more self- 
reliant, it must broaden its tax base and tighten up its tax 
system and administration. In advanced countries the propor- 
tion is 20-30 per cent; in several newly developing countries 
it is 15-20 per cent. 

In a country with such low incomes, this is not 

easy, but it can and must be done and various possibilities 
are open for doing so. While personal income tax rates 
may be fairly high for the upper incomes, tax collection 
can still be improved. There are also lesser income levels, 
including the self-employed in trade and professions, which 
can be taxed more fully and equitably. As yet income taxes 
reach perhaps only 2 per cent of the working population. The 
capital gains and wealth taxes, etc., introduced during the 
Second Plan have not yet reached all the people who have 
benefited perhaps most from the country’s growth. In all, 
India’s present tax rates should, as the economy grows, be 
yielding far more than they do, and more effectively curb 
the inequalities of income that arise in a fast-developing 
economy. 

Thus, on the one hand, tighter tax enforcement and 
administration are imperative to plug loopholes and prevent 
tax evasion; so too is a broadening of the coverage of those 
who are subject to income and other direct taxes. 

On the other hand, greater reliance must be placed on 
indirect taxes—such as sales and excise taxes—to reach 
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other groups as well as to broaden the tax base. Such 
taxes must be imposed on luxury and semi-luxury goods 
which are bought by the rising income groups, to hold 
down demand for these goods and lessen inequalities in 
living standards. But indirect taxes will also be necessary 
on some common consumer goods, other than food, used 
by a broader majority of the population, including those 
low income groups who are not reached and generally can- 
not be reached by income and direct taxes. 

Such taxes will be a burden, but in a country like India 
where the vast majority of the people are poor, development 
cannot take place on an adequate scale without calling for a 
measure of sacrifice from all classes of people, with the 
largest burden being placed, for reasons of social justice as 
well as revenue, on those who have benefited most from 
development. 

These then are some of the tax policies and measures 
which will be used to raise tax revenues over the Third Plan 
and in later years as well. With the growth of the economy 
and tighter tax enforcement, existing taxes of the Central 
and State Governments over the Third Plan are expected to 
yield about $1155 million of revenue for the Plan—that is, 
over and above normal government needs*. 'This is a subs- 
tantial increase in the contribution from tax revenues for the 
Plan, as compared with the last Plan period, but it should 
be possible. 

There has been a sharp jump in tax receipts in the last 
two years partly as a result of increased economic activity 
and the additional revenue yielded by new taxes levied dur- 
ing the Second Plan period. In all, over the Second Plan, 
the proportion of tax revenues to national income rose from 
over 7 per cent of national income to about 9 per cent by 
the end of the Plan. 


will be over $ 19,425 million. After meeting necessary government expenditures 
“outside” the Plan, $1155 million will be available for new development under 


the Plan. 
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Over the Third Plan, the additional taxes to be levied 
are being counted upon as the major source of new govern- 
ment revenues. They are expected to yield nearly $3600 
million over the next five years. This will raise the overall 
ratio of tax revenues to over 11 per cent of national income 
by 1965-66. Considering the needs of the Third Plan and the 
rise in income expected, this amount of additional taxation 
is considered a minimum. A good start in this direction has 
already been made in the Central Government budget for 
1961-62. 

Most of the additional taxes needed over the Plan have 
to be put through by the Central Government. But the State 
Governments must also raise their due share through sales 
and other taxes, particularly through land and agricultural 
taxes which are almost entirely their responsibility. On pre- 
sent estimates, the States have to raise over a third of the 


additional tax revenues called for under the Plan. 


PuBLIC LOANS AND SMALL SAVINGS 

Loans from the public and small savings will form about 
18 per cent of government developmental finances over the 
next five years. The Central Government expects to float 
public loans on a far larger scale than in the past*. The Life 
Insurance Corporation, various provident funds, State Banks 
and other financial institutions are expected to buy up 2 
considerably larger share of these bonds. Government bonds 
are also being sold to the public like “Defence Bonds” in the 
United States and other countries. State Governments, local 
public utilities such as public-owned electricity boards, are 
also expected to float loans. In all, public loans are expect- 
ed to raise $1680 million for development purposes over the 


Third Plan, a considerable rise compared to the Second Plan 
period*. 


“On the resources table shown carlier in this chapter, the amount expected 
from public loans over the Third Plan appears to be roughly the same as the 
amount gathered over the Second Plan. But the actual amount will be very much 
higher. During the Second Plan, a substantial amount was lent to government 
by the State Banks buying securities with U.S. P.L. 480 funds deposited with 
them. Since 1960, P.L. 480 funds are being deposited with the Reserve Bank 
and are listed as Foreign Assistance Budget Contribution. 
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The possibilities for increasing small savings—through 
government bonds and postal savings sold in small savings 
campaigns—are large and will grow as incomes increase. 
Over the Second Plan $840 million was collected in small 
savings drives; the Third Plan hopes for half as much again, 
although this will take considerable organization and effort. 
The savings drives so far have been carried largely to cities 
and semi-urban areas. In the coming years more of the 
savings of the rural people are expected to be put into vil- 
lage cooperative societies. At the same time, a real effort will 
be made to promote more small savings in rural areas in 
various forms. - 


CONTRIBUTION OF RAILWAYS AND OTHER PUBLIC 

ENTERPRISES 

Profits from India's railways and other government-owned 
enterprises will be counted upon to provide $1155 million 
to finance about 7 per cent of the Third Plan's investment 
in development. An urgent question for the Third Plan 
and India's future is how such public enterprises can yield 
a considerably larger part of the nation's resources to 
plough back into development. 

The Indian railways, long government-owned, have paid 
for a good part of their own expansion and contributed 
substantially to the national development budget for a num- 
ber of years. But so far, government-owned enterprises— 
steel and fertilizer plants, heavy engineering and machine- 
tool works, etc.—set up mostly over the last few years, have 
not, with a few exceptions, begun to yield substantial sur- 
pluses for either their own expansion or to contribute to 
national development. They must however do so more and 
more in the future. The government investment in such 
plants, as well as in power, transport and irrigation, is 
becoming very much larger. As rapidly as possible, the 
nation must begin to get substantial returns on this invest- 
ment, if the economy is to become self-reliant. 
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On the whole, getting profits from public enterprises is a 
relatively new problem for India. It focuses high and urgent 
attention on the efficiency of management, on cost-reduction 
techniques, on labour productivity. It also requires setting 
prices on the products of government plants—power, steel, 
fertilizers, etc.—which are fair to the economy but which 
will yield a satisfactory return for new investment. 


DEFICIT FINANCING 

It was originally estimated in the Second Plan that deficit 
financing* could be used to cover about a fourth of the gov- 
ernment expenditures. When prices began to rise in the 
earlier years of the Plan and foreign reserves fell, taxes were 
increased and the amount of deficit financing sharply re- 
duced. Because of the pressure on prices today, the Third 
Plan, as we have seen, proposes to raise taxes still further 
and limit deficit financing to the minimum justified by the 
real monetary needs and current economic conditions. The 
limit has been placed at $1155 million. 

The amount of deficit financing that can be used has, 
however, to be judged from year to year in the light of the 
changing economic trends. What is required for carrying out 
the Plan are real resources and these depend upon how fast 
production goes up and how far India is successful in hold- 
ing down consumer buying and increasing savings. Deficit 
financing within moderate limits has a place, but it must be 
controlled so that it does not add to purchasing power 
unduly at a time when the need is to hold down consumer 
buying, for the effects on the economy can be serious. 


BUDGET CONTRIBUTION FROM FOREIGN ASSISTANCE 


The external assistance and foreign investment required 
by the Plan are discussed in detail in later pages. But we 
should note here that the net contribution of foreign assist- 


*Deficit financing in India consists of short-t ing from the 
Central Bank, and a draw-down of government. PD s 
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ance to government needs in the Plan is estimated at $4620 
million”. 


(2) FINANCING PRIVATE ENTERPRISES SHARE OF THE PLAN 


The needs of government and private enterprise for finan- 
cing have to be looked at together, since both draw from the 
same national pool of savings and foreign resources. Ade- 
quate financing has to be found for priority investment by 
both, in order to achieve Plan goals. 

The Second Plan originally estimated that private invest- 
ment would be about $5000 million. It has increased more 
than was originally expected, though some of the increase, 
as in agriculture, construction and small industries, is 
accounted for by a revised estimate of private investment. 
Present estimates are that private investment over the past 
five years has been closer to $6900 million**. 

The Third Plan, as seen earlier, expects a substantial 
step-up in the level of private investment, to over $9030 
million** during the next five years, about a third more 
than during the Second Plan. Today, private enterprise in 
every field appears more ready to make full use of the oppor- 
tunities being created by the nation's growth. The following 
table (page 126) presents the likely kinds and size of private 
investment expected over the Third Plan period, with 
Second Plan comparisons. 

The estimates given in the table are necessarily rough, 
since it is not possible to estimate closely the financing of all 
private enterprise in all parts of the economy. Part of private 
investment in an under-developed economy such as India's 
is not made in cash but in personal or bartered labour and 

*The total of all external assistance required for the Plan is, as we shall 
see, $6720 million. Not all of this, cven if forthcoming, is available to the govern- 
ment budget for development under the Plan. The following amounts must be 
taken out: $1050 million for government repayment of foreign debts falling 
due during this period; $630 million of foreign assistance for private industries; 


and $420 million for P.L. 480 foodgrains which will go into buffer stocks or 
will otherwise be outside the government budget. 


**Includes $420 million financed out of government resources. 


CC-0.In Public Domain. Panini Kanya Maha Vidyalaya Collection. 


126 ` Dron: SECH ISS mA; REENEN a GN QUY 


materials, and is not shown in the financial calculations of 
the Plan. 


THIRD PLAN INVESTMENT BY PRIVATE ENTERPRISE 
(in millions of dollars)* 


Second Third 
Plan Plan 
Revised Estimates** 
Estimates? * 


Agriculture (including irrigation)  .. oo Gt 1418 1785 
Power .. aa o0 ac te sie Se 84 105 
Transport oc 40 ac E ES v 283 525 
Village and small industries ES Se = 472 683 
Large and medium industry and minerals*** Ze 1523 2310 
Housing and other construction .. oo Qo 2100 2362 
Inventories .. Ae E “a ‘we os 1050 1260 

TOTAL Go $6930 $ 9030 


million million 


In general, in the large-scale industries and small indus- 
tries and transport, new private investment is expected to 
be considerably larger than the Second Plan. In agriculture, 
housing and other construction, the increase will be only 
moderate, and private financing should be found readily 
enough out of private savings and even exceed expectations. 
In industry, tax and fiscal policies are designed to encourage 
the ploughing back of profits, and India’s present corpora- 
tion taxes provide various incentives for new development. 
These have greatly helped private enterprise to reach the 
high levels of development of the last five years. They will 
be continued, and also kept under review to assure that 
private investment goes to the priority needs of the eco- 
nomy. 

While exact estimates are hard to make, the presently 


*Second Plan at ices i — 
1960-61 prices. n at current prices in each year of the Plan; Third Plan at 
**Represents total private investment, includi f 
. E: a ng that financed out 0 
EEUU resources. (This will amount.to $420 million during each Plan 
_***Does not include investment in modernization and replacement, esti- 
mated at $260 million in the Second Plan and $315 million inthe Third Plan. 
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foreseen sources of financing for private large-scale industries 
and minerals are shown below : 
FINANCING PRIVATE INDUSTRIAL EXPANSION* 
(in millions of dollars) 
Second Third 


Plan Plan 
Self-Financing 

From net retained profits and reserves and other 
resources ss 50 So we E óc 1260 
From new capital issues BE ac oi Go 315 420 
Borrowing from Lending Institutions . . A we 170 215 

Direct Loans/Participation by Central and State 
Governments .. oo 50 ac do ^6 40 40 

Direct Foreign Investment and Loans including 
Suppliers’ Credits — .. - aa Wa e. 420 630 

TOTAL we $1785 S 2625** 


million million 


The development programmes that private industry hopes 
to start in fact will call for somewhat higher investment 
than this (by about $200-300 million). Thus funds likely 
to be available to private industry fall somewhat short of 
meeting its full expectations. There is also the even more 


difficult problem of finding the foreign exchange for the 
programmes proposed. Private industry needs over $ 1000 


million, or 40 per cent of the total amount it expects to 
invest, in foreign exchange. Sufficient foreign aid to meet 
these needs in full is not as yet in sight. Here much depends 
on whether foreign collaboration and investment can be 
arranged. 

India will make every effort to see that the targets of 
private as well as government enterprise can be met in the 
case of industries of high priority. Industries which earn or 
save foreign exchange, either by expanding exports or by 
manufacturing goods which will substitute for imports, will 
have special consideration. Industry programmes will be 

*Large-scale industry and minerals only. 


**This includes $315 million for modernization and replacement, leaving 
a net investment of $2310 million. mE 
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reviewed regularly, and allotments of foreign exchange made 
every six months in the light of progress and the urgent 
needs of India's economy. In this way, it is hoped to 
achieve balanced progress. 


(3) FOREIGN EXCHANGE NEEDS OF THE PLAN 

The problem of foreign exchange, as we have seen 
earlier, is a particularly difficult one for a country at this 
stage of development. India's very effort to build an eco- 
nomy which can become progressively more self-reliant 
means, as we know, heavy purchases abroad for a time and 
thus heavy demands on foreign exchange. 

Foreign exchange has either. to be earned by larger 
exports or obtained from outside by other means. 

The Third Plan has been drawn up on the assumption of 
limiting Plan imports to high priority items and other imports 
only to essentials, of increasing exports as much as possible, 
and of obtaining substantial assistance from foreign govern- 
ments and institutions and from foreign private investment. 
India’s foreign exchange reserves, which were drawn down 
sharply during the Second Plan, are now too limited to be 
drawn upon further. 


INDIA’S BALANCE OF PAYMENTS 


How much does India need to import from abroad during 
the Third Plan to run its economy and meet specific Plan 
needs? How much can it earn on its own in foreign 
exchange to pay for these imports ? How can it finance the 
rest? These questions can best be seen in India’s estimate 
of its balance of payments for the next five-year period, 
given on the next page, with Second Plan comparisons. 

Estimating imports and other payments and earnings over 
a five-year period is not easy. The table shown here has 
been worked out, however, in the light of the best available 
data on recent trends in exports and imports, on the needs 
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of the Plan, and on reasonable expectations for the growth 
in Indian exports. 


BALANCE OF PAYMENTS ESTIMATE 
(in millions of dollars) 


Total Total 
Second Third 


Plan Plan 
PAYMENTS 
1. Direct imports of machinery and equipment 1 
for Plan projects .. oe o OC oc 3990 
2. Components, intermediate products, ctc., for 
increasing capital goods production T 10,135 420 
3. Maintenance of normal imports T. op 7665 
4. P.L. 480 imports .. d do vs 3x 1121 1260 
5. Net capital transactions (excluding receipts of 
official loans and private foreign investment) 361 1155* 
TOTAL PAYMENTS -. $11,617 $ 14,490 
million million 
RECEIPTS 
6. Exports .. 50 on oc ER o5 6411 7T10 
7. Net invisibles (excluding official donations) .. 882** nil 


TOTAL RECEIPTS .. $ 7293 S 7770 
million million 


DEFICIT SS a0 Ss vs Si s .. $4341 $6720 
million million 


Means of covering deficit: 


8. by foreign exchange reserves — .. on 3H 1256 nil 
9. by foreign assistance and private investment 19471 5460 + 
10. by P.L. 480 assistance e" sis - 1121 1260 


*Includes $ 945 million repayment of capital falling due in the Third Plan. 

**[ncludes reimbursements from U.S.A. for freight expenses on P.L. 
480 imports initially incurred by India. 

t This deficit was considerably larger—almost twice as large as originally 
estimated. As has been discussed elsewhere, the serious shortage of foreign 
exchange that developed in the early years of the Second Plan was due partly 
to under-estimation of foreign exchange needs, partly to the sharply risin 
tempo of private investment and the bad harvest seasons which required 
unexpectedly large imports of food and cotton. The deficit was met by cutting 
down the Plan, by imposing the stringent import control and allocation 
policies which are now in effect and by securing a considerably larger amount 
of foreign aid (about 50 per cent more) than originally estimated. 

t Includes net drawings on the International Monetary Fund and foreign 
assistance required for financing above import and payment bill. 
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DIRECT DEVELOPMENTAL IMPORTS 

Out of the total Third Plan investment of $21,840 million 
its direct foreign exchange requirements are $4260 million. 
That is, to start and carry out specific development pro- 
grammes of the Plan, certain imports are directly and specifi- 
cally needed—machinery to set up and equip the heavy 
engineering plants, for example, generators for power plants, 
locomotives for the railways, and the like. As might be 
expected, the heaviest need for foreign exchange is precisely 
in those fields—industries, transport and power—where India 
today must make its largest investment to become more self- 
reliant in the future. These foreign exchange needs for both 
private and government enterprise development projects have 
been estimated as closely as possible and are shown in the 
table below : 

DiRECT FOREIGN EXCHANGE NEEDS OF THIRD PLAN 
DEVELOPMENT PROGRAMMES 


(in millions of dollars) 
EE —————ÓM HIS E 
Total Foreign 


Investment Exchange 
in Plan Component 


By GOVERNMENT 


Agriculture and Community Development o? 1281 63 
Major and Medium Irrigation 56 Ss BC 1365 105 
Power .. op ae is zs Be me 2125 672 
Village and Small Industries * ya Se 210 40 
Large and Medium ` Industries and Minerals 
(including Oil) : su Ja M as 3087 1449 
Transport and Communications ..  ..  .. 3121 672 
Social Services and Miscellaneous .. ya es 1201 189 
Inventories ..  ..  .. BH 3B "e 420 : 
TOTAL GOVERNMENT -. $12,810 $ 3190 


million million 


Bv PRIVATE ENTERPRISE 


Large and Medium Industries and Minerals — .. 2310 1040 
Village and Small Industries EN EE SE 682 30 
Others .. e. v Ss SE i A 6038 nil 


TOTAL PRIVATE ENTERPRISE .. $9030 — $1070 
million ^ million 


GRAND TOTAL +. $21,840 $4260 
million million 


"Ihe foreign exchange component under "inventories" is spread among 
all the items listed. 
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Although the total direct reguirements for foreign ex- 
change in the development programmes of the Plan amount 
to $4260 million, it is not possible, even with the amount 
of foreign aid already assumed, to provide them all. About 
$3990 million is all that can be permitted now, in the light 
of India's tight foreign exchange position. 


COMPONENTS AND INTERMEDIATE PRODUCTS 


Another necessary part of the Plan is the import of “in- 
direct" development goods—components and other inter- 
mediate products—needed to increase the output of key 
€quipment, particularly machinery and transport equipment. 
The dividing line between these goods and direct develop- 
mental imports is by no means clear-cut. The small amount 
allotted for them above in India’s projection of its needs is 
meant primarily to highlight the fact that carrying out Plan 
projects requires the import not only of complete machines 
but also of materials to manufacture equipment in the 
country. The need for them will grow for some time as 
machine-building and other capacity develops but will 
diminish over the longer period as the economy becomes 
progressively more self-reliant. 


MAINTENANCE IMPORTS 


In addition to imports more closely related to develop- 
ment, there are the continuing general needs of the economy 
for so-called “maintenance imports"—raw materials, replace- 
ment machinery, fertilizers, foodstuffs, petroleum and essen- 
tial manufactured goods, etc.—to be provided for. Many 
of these maintenance goods are also to be used to increase 
the output of key development programmes under the Plan. 
In spite of a stringent import policy, a total of $7665 mil- 
lion must be earmarked for such imports over the Third 
Plan as the minimum necessary to maintain the economy. 
Actually, the needs are larger; an estimate of $8000 
million over the five-year period would not be too high. 
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Nevertheless, it is not possible at this stage to provide more 
resources for this purpose. Need for these goods will drop 
in the latter part of the Plan as India produces more of 
them on its own, but this will in part be counter-balanced 
by new needs for other kinds of goods. 

A major aim of the Plan is the achievement of self- 
sufficiency in foodgrains, but food imports will be needed 
until farm production rises high enough. Maintenance im- 
ports above include the foodgrains which must be bought 
in the world market in addition to the 17 million tons 
already provided by the U.S. under P.L. 480. Maintenance 
imports include also fertilizers—essential until India's own 
fertilizer plants can be built to fill its needs. 


REPAYMENTS ON LOANS AND OTHER CAPITAL PAYMENTS 

During the Third Plan, payments on many of the loans 
already incurred for development will be falling due and will 
place a heavier burden on India's supply of foreign exchange. 
In all, repayments of loans and credit total $945 million. 
With payments to Pakistan under the Indus Water Treaty 
agreement and other payments, capital repayments in the 
Third Plan period come to $1155 million. 

One of India's needs is to rephase, as far as it can, the 
payments on the short-term loans obtained in the Second 
Plan. There is also the need, now being recognized, for 
longer-term financing on Third Plan loans. Development is 
a long-term process and India's ability to repay will be far 
greater in later years than today. 

THE PAYMENTS PICTURE 

Looking at all these needs for financing imports (and 
thus for foreign exchange) over the Third Plan, it is clear 
that action is needed on several fronts. Imports must be 
held down to minimum essentials, and production within 
India of important goods must increase to replace costly 
imports as far as possible. Both are basic parts of India's 
development strategy toward greater self-reliance. 
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On the other side of the picture, exports must be ex- 
panded significantly. This is now being done to the utmost 
extent possible. However, to meet the remaining gap between 
imports and other payments and possible foreign exchange 
earnings at this time, India has to rely on substantial 
foreign assistance. 


EXPANDING INDIA'S ExPORTS 


It has been clear for some time that a sharply intensified 
export drive is essential if the country is to become more 
self-reliant. Considerable emphasis was put on export pro- 
motion over the last two or three years, and the volume 
of exports rose by 9 per cent in the Second Plan period. 
But because of falling world prices for some of India's 
exports, this gain did not show up in larger export earnings, 
which have remained more or less stagnant. This has caused 
serious concern. 

Over the Third Plan, by a concentrated export drive, 
India intends to step up export earnings by 32 per cent—to 
$7770 million. Export promotion has indeed become a vital 
part of India's economic policy. 

India's largest traditional exports have been chiefly based 
on agricultural produce—jute, tea, cotton textiles and the 
like. "These are exports for which there is only a slowly 
rising world demand, although there is certainly some room 
for expansion, notably in vegetable oils, short staple cotton, 
coffee, tea, tobacco and spices. Every effort will have to be 
made to increase these traditional exports; work already 
done over the Second Plan is bearing fruit. 

What is clear today, however, is that India must put 
increasing reliance on stimulating new exports, especially of 
new manufactured goods—the products of its growing engi- 
neering, metallurgical, chemical and pharmaceutical indus- 
tries. Over recent years, although exports of agricultural 
produce did not improve, exports of new manufactured goods 
rose markedly, especially bicycles, fans small motors and 
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electrical goods. Iron ore exports have also significantly 
increased. This clearly shows that India’s ability to become 
more self-reliant rests on the growth and diversification of 
industry, as well as on exportable minerals and other pro- 
ducts. It also shows the need for special encouragement of 
exports of these goods and for a drive to develop existing 
markets and establish new ones. 

To reach the high export targets it has set, India has 
proposed some specific measures to be taken. One of these 
is to hold down demand for these goods in the home market 
(by taxes and other means) and thus assure that enough are 
available for export. Another is to introduce special incen- 
tives—price or other—to encourage manufacturers to sell 
more abroad in spite of the attractiveness of the growing 
Indian market. In some cases, it may be necessary to set 
aside specific quotas of goods for export at competitive 
prices. Another is to deliberately devote larger resources, 
including investment, foreign exchange, supplies and trans- 
portation to industries now producing or capable of produ- 
cing goods for export. 

In addition to such measures, India will continue and 
expand some of the export programmes already begun— 
export promotion councils; covering of export risks by in- ; 
surance; tax refunds; removal of export controls, of quota 
restrictions and export duties. Attempts have also been made 
to diversify and expand India's foreign trade in new areas 
through the State Trading Corporation and the development 
of government-to-government trading relations with the 
U.S.S.R. and Eastern Europe. 

More attention is to be given to developing closer eco- 
nomic relations with South and South-East Asia, West Asia, 
Africa, South America and West Indies. Increased exports 
to the European Common Market countries, United Kingdom 
and North America are vital, as these are large and growing 
markets. It is also hoped that the industrialized countries 
will help make it possible for India to pay its way in world 
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trade by removing any present restrictions on imports from 
developing countries. 

With all these measures, the Third Plan estimates that 
exports over the Plan period will total $7770 million—an 
increase, as we have seen, of about one-third over present 
levels, Even this high figure must be considered a minimum 
one; a much larger volume of exports is actually needed. 
But experience in India and elsewhere shows that such a large 
export drive is by no means easy to accomplish and depends 
upon cooperating countries as well as Indian efforts. 


FOREIGN PRIVATE INVESTMENT 


Another means of enabling India to become less depen- 
dent on foreign aid is foreign private investment. Many 
countries in the past have developed faster with the help of 
foreign capital, and foreign capital is now indispensable to 
assure India’s rapid growth. India welcomes this foreign 
collaboration and financial participation. In particular, 
foreign investment is being encouraged in fields where India’s 
own level of technical advance and knowledge is as yet 
scanty, and in basic industries which demand considerable 
foreign capital equipment as well as technical know-how, 
and which are essential to the country's growth. 

Encouragement of foreign capital, and India's political 
and financial stability since Independence, have brought in 
additional foreign investment over recent years. The total 
foreign private capital invested in India increased from $960 
million to $1280 million between 1955 and 1959. It is 
hoped that this amount will grow. To encourage foreign 
capital, India has recently set up an Investment Centre to 
provide potential investors with information on investment 
opportunities and to seek and consult with possible foreign 
collaborators. Two other agencies also seek to encourage a 
greater flow of foreign private funds and other foreign finan- 
cing into India. These are the Industrial Credit and Invest- 
ment Corporation set up early in the Secoud Plan and the 
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Industrial Finance Corporation established earlier, both of 
which provide long-term credit to industry. In all, particular 
encouragement is being given to foreign capital to establish 
essential industries in collaboration with Indian enterprises. 
Repatriation of original capital, reinvested profits and capital 
gains are freely permitted. 

With all such means and active promotion and the growth 
of the economy, the government believes that foreign capi- 
tal will be invested on a significant scale to aid India's 


development. 


FOREIGN ASSISTANCE 

The foreign aid including private foreign investment 
needed for the Third Plan is now estimated at $6720 million. 
This compares with $2950 million used in the Second Plan. 
The substantial increase is an indication of the size of India's 
present development effort and its urgent need to build a 
more self-reliant economy. 

India's foreign exchange earnings are sufficient to cover 
her very substantial "maintenance" imports, assuming that 
foreign debt repayments falling due over the Third Plan can 
be rephased. What India therefore needs in foreign assist- 
ance and investment is the following : 

(1) Foreign assistance to finance the direct development 
imports of Plan projects and programmes plus component 
imports for increasing the production of capital goods; (2) 
the lengthening or rephasing of payments on past debts which 
will fall due during this period, or to the extent this is not 
possible, assistance to pay for maintenance imports so that 
India can make these debt repayments out of her own earn- 
ings; (3) P.L. 480 imports, which are already arranged. 

These can be summarized as follows : 

(in millions of dollars) 


Payments for direct developmental imports EDI goods 


and equipment required for Plan project ER v. 3990 
Payments for components, balancing equipments, etc., for 
increasing the production of capital goods Op op 4 
Re-financing of previous loans now falling due ad ys 1050 
P.L. 480 imports (already arranged) — .. zs is Ea 1260 
TOTAL Ac Am $6720 


million 
——————————————— million 
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It will be remembered that requirements for direct deve- 
lopmental imports and components, as well as maintenance 
imports, are larger than shown. But actual purchases must 
be limited to these amounts, unless export earnings can be 
expanded to pay for more. 

It is realized that the aid needed for the Third Plan is 
large and there was concern in the early stages of the 
drafting of the Plan whether the need could be met. 

In general, as mentioned earlier, prospects of being able 
to secure the necessary minimum of $6720 million in foreign 
aid have recently become more encouraging. Early in 1960, 
the World Bank sent out a mission of three eminent bankers 
to study India's Third Plan developmental problems and . 
requirements. The report of the mission indicated the broad 
lines along which resources from abroad could assist in 
carrying out the essential programmes of the Third Plan. 
Later an expert mission from the World Bank also made a 

detailed and technical study of the Plan, including its foreign 
exchange needs. 

Moreover, there has been for some time a growing recog- 
nition abroad that, to be most effective, aid to developing 
countries has to be made available not on a year-to-year basis 
but for longer terms so that planning can be done for essen- 
tial longer-range development programmes. It is also more 
widely recognized that assistance should take into account 
not merely the needs of particular projects and programmes, 
but of indirect and maintenance needs for the growth of the 
economy as a whole. It is also realized that the repayments 
should be spread over a longer period of time to enable 
the economy to bear the burdens more readily. Ways of 
resolving these problems are now being discussed by the aid- 
giving countries and lending agencies, and will need their 
concerted action. S 

Over the past year or so, several meetings have taken 
place, under the sponsorship of the World Bank, of the 
Consortium of friendly countries interested in India’s 
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economic development, specially on the large financing need- 
ed at the start of the Plan. With India's own foreign exchange 
reserves so low, a quick start on Third Plan projects could 
not be made unless foreign financing was arranged very 
early. 
India is gratified that at the meeting of the Consor- 
tium, held in early June, 1961, India has been assured of 
assistance totalling $2286 million to provide both immediate 
support to her balance of payments and to cover mainly the 
'import orders to be placed during the first two Plan years, 
1961-62 and 1962-63. The United States has agreed to 
provide the largest share, amounting to just under half of 
the total, $1045 million. This is in addition to the P.L. 480 
foodgrains and farm commodities agreement of about $1300 
milion which was arranged with the United States a year 
ago. 

The other members of the Consortium have offered assist- 
ance to India totalling $1241 million, also mostly to cover 
commitments in the first two years of the Third Plan— West 
Germany $425 million; the United Kingdom $250 million; 
Japan $80 million; Canada $56 million; France $30 million; 
and the World Bank together with the International Develop- 
ment Association, $400 million. These are all sizable step- 
ups in their contributions to India’s development and, aside 
from their size and timeliness, are promisingly adapted to 
projects and general import needs of the Plan. 

The U.S.S.R. has already authorized two credits amount- 
ing to $500 million for.use on Third Plan projects. A 
number of other friendly countries, namely Czechoslovakia 
Yugoslavia, Poland and Switzerland, have also rmi 
eee totalling $141 million for projects in the Third 

The carry-over of total foreign assistance ava; 
the Second Plan isof the order of $767 uper d 
gether with the fresh assistance mentioned above, can Ee the 
Third Plan a good start. Further meetings of the Consortium 
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are proposed from time to time for reviewing the progress of 
the Third Plan and for considering India's needs for foreign 
financing in the remaining Plan years. Some countries, not 
. yet members of the Consortium, have also expressed interest 
in assisting India in financing the foreign exchange needs 
of its Plan. 

All of these new efforts in the field of foreign aid are 
highly encouraging; they represent a bold and cooperative 
approach to the problem of assisting development in the 
under-developed parts of the world. They highlight at the 
same time the corresponding need for the utmost effort on 
India's part to mobilize its own resources, and to ensure 
in every possible way that the aid made available is used 
effectively and efficiently, to yield the utmost returns in pro- 
duction and growth to the economy. They also emphasize 
again the need for the utmost possible effort to expand vigo- 
rously India's exports. 

The foreign exchange difficulties that India is facing are, 
it must be stressed, not short-term or temporary; they will 
continue for several years to come as a result of the very 
effort to develop. Foreign aid is essential for this period, 
but as we have seen, India's aim today is to build an economy 
more and more self-reliant so that dependence on foreign 
aid is progressively cut down. The Third Plan represents 
a crucial stage in this process. 

In summary, then, financing the Plan will put a heavy 
burden on the Indian people, on Indian enterprises, -public 
and private, and even beyond this, ask sizable help from 
friendly countries. Yet the goals, the hopes of the Plan— 
to bring about better living standards with greater self-reli- 
ance—cannot be achieved unless the Indian people today are 
prepared to bear their heavy share of the burden of develop- 
ment. Today and over the next fifteen years and more, they 
must catry an increasing load of taxes, hold down their 
' buying to essential goods, sacrifice to the export market 
many goods they want and need at home, contribute the 
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utmost in savings towards their country's growth. Those who 
benefit most from development must contribute the most. 
For government and private enterprises, the urgent need is 
to produce at high efficiency in order to step up savings to 
plough back into new growth. For many in industry and 
other enterprises, the necessity to concentrate on essential pro- 
duction, to work within the constraints of scarce foreign 
exchange and of import licences and controls is, although it 
may be irksome, part of the inevitable price and burden of 
this stage of development. 

To prevent undue price rises, to apportion taxes and 
burdens fairly, to assure that the utmost resources are drawn 
from every individual and every part of the economy will 
call, throughout the Plan, for high economic statesmanship. 
Yet, even at best, the economy will operate under strain. 
The search for financing, the push for higher production, 
the need for greater austerity will be a continuing one. But 
the goal is high and worth its price—a more self-reliant eco- 
nomy, more and more able out of India's own efforts to 
provide a rising standard of living for the Indian people. 
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CHAPTER VII 
ADMINISTRATIVE PROBLEMS OF DEVELOPMENT 


As India begins its Third Five Year Plan, it realizes 
perhaps more fully than ever before that the Plan's success 
will rest very largely on the efficiency with which it is 
carried out. To turn India's hopes and plans into concrete 
achievement demands high standards in administration, 
efficient management of private and public industries, and 
the utmost effort from everyone involved with a develop- 
ment programme on any level, as well as from the public. 
The targets set by the Plan assume that this kind of support 
. will be forthcoming. Of the many assumptions on which 
the Plan is based, this is not only the most important but 
also the most difficult and challenging. 


EFFICIENCY IN GOVERNMENT 

In facing the job of administering its own development 
plans, India is particularly fortunate in having a strong 
foundation on which to build. At Independence India in- 
herited an efficient administrative system and a network of 
competent and experienced civil services wholly committed 
to the public interest and welfare. Over the past decade, 
India has introduced many changes to strengthen and diver- 
sify its administrative structure, improve training and raise 
standards. But the size and complexity of the tasks of deve- 
lopment has grown; and at many points, the administrative 
system has been strained, and is short of enough qualified 
personnel. With increase in the tempo of development, the 
need for certain administrative reforms has attracted pointed 
attention and assumed greater urgency. 

One of the most important needs is to speed up deci- 
sions and action, and reduce or eliminate delays in carrying 
out development programmes. 
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There are many sides to this problem. Already syste- 
matic work studies have been introduced to identify specific 
administrative bottlenecks, more attention has been paid to 
organization and methods, to providing incentives and 
evaluation of performances. Over the Third Plan these 
measures have to be supported by better training and super- 
vision of personnel and still more careful evaluation. Even 
with all these measures, however, it is clear that a strong, 
concentrated effort is necessary in every field to make the 
administration more action-oriented. 

One urgent need is to delegate and fix responsibility, 
since in a large, complex and growing administration res- 
ponsibility is sometimes too diffused. Further, both for 
quick disposal of business and for effective delegation of 
powers and functions, ministries and secretariats should 
limit themselves to broader policy decisions rather than get 
into details or infringe upon executive functions. This 
principle is already being applied in several fields, notably 
in budgetary and financial control, in personnel administra- 
tion within the government, and in carrying out construc- 
tion programmes. 

Strengthening of executive agencies, conferring greater 
responsibility upon them, fixing specific responsibility for pro- 
ducing results within agreed time-schedules, are other essen- 
tial means for ensuring that the administration becomes more 
action-oriented and capable of carrying the enormous burdens 
placed upon it. 

India also hopes to make more use of incentives both to 
speed up performance and help build morale, especially a 
better system of awards and recognition for superior service. 
In government-run industries these incentives can be tied to 
Specific achievements in reducing costs and improving 
methods and production. 1 
; Finding and training adeguate personnel for administra- 
tive jobs in government, and in government-operated indus- 
tries, will be a problem in India for some years to come, 
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especially in certain fields where there is not only a shortage 
of trained people, but considerable competition from private 
industry and commerce. 

India too, in common with advanced private industry, has 
realized more fully in recent years the need and implications 
of highly skilled management for large projects as well as for 
its many development programmes. To build up competent 
managers who know their job and have the ability to lead is 
one of the key tasks of the Third Plan in every field. For the 
most part these men must be found in the middle grades of 
personnel. Over recent years great pressure has been put 
on men at higher levels; attention now must be given to deve- 
loping men in middle levels to take managerial responsibility. 
In each of the large projects of government, a positive and 
extensive training programme is necessary. Another impor- 
tant step is to assure that managers and other officials, when 
responsible and well trained, remain long enough in one post 
to grow to the full measure of their abilities. Frequent trans- 
fers—a practice too often adopted under civil service rules 
or for other reasons—not only interrupt operations and injure 
organizational morale, but prevent an official from involving 
and committing himself deeply enough in the success of the 
job. In any key assignment in a major project, frequently 
at least five to ten years' continuous service is necessary 
to produce important results. 


ADMINISTRATION OF PUBLIC ENTERPRISES 


India now owns and operates, as we have seen, a wide 
range of enterprises such as steel plants and other industries, 
irrigation and power projects, railways, road and air transport, 
shipping, etc. Some of them are already earning profits and 
the general policy is that all of them should do so to help 
finance not only their own expansion but India's development 
as a whole. They as yet contribute only a small amount but 
their earnings will become much more significant in the Third 
Plan and even more so in the Fourth. Their business-like . 
management is thus of key importance to India's future. 
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Problems of efficient industrial management—common 
both to private industry and to government enterprises—are 
now receiving greater attention than ever before. Up till 
now, the main push has been to get the projects started. 
From now on, the equally important question is to manage 
the projects so that they become efficient producers, yield 
substantial profits to pay for further expansion and set an 
example of careful planning and good employee relations. 

Several real problems are involved in managing public 
enterprises efficiently. One is their organization in relation 
to the government itself. Some, like the Chittaranjan Loco- 
motive Works, are now administered departmentally (i.e. 
by the Ministry of Railways), a few more are corporations; 
the majority are joint stock companies. It is now felt that 
enterprises operating broadly in the same field should be 
brought under consolidated management in a single organiza- 
tion. Thus they can pool their resources and their purchas- 
ing and marketing operations, share research and design faci- 
lities and collaborate on recruitment and training. India has 
already established several of these larger organizations. 
Hindustan Steel Limited, for example, handles all govern- 
ment-owned steel plants and will take on responsibility for 
the new alloy and tool steel plant. 


Whatever their form of organization, there is clear 
understanding today that managements of public enter- 
prises must have sufficient freedom of action to be able to 
function in all their operations with considerable speed and 
to the best advantage. The Present policy is to increase 
delegation of powers from government to the boards of 
public enterprises, from the boards to the general managers, 
and also within the management of each enterprise. At the 
Same time, of course, all government enterprises must be 
fully accountable to the public. It is Proposed that a special 
committee of Parliament be set up specifically to keep in- 
formed on the problems and working of public enterprises. 
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Shortage of experienced industrial managers of high 
calibre is a particular problem at this stage of growth. The 
shortage is being felt especially in such new fields as steel, 
machine-building, chemical industries and fertilizers, and 
coal and mineral development. In spite of many training 
programmes undertaken at several levels, with the support 
of countries like the U.S.A., the U.S.S.R., West Germany 
and the U.K., enough personnel with adequate experience 
and training is not yet available. There is also a real difficulty 
in securing enough skilled supervisors and foremen. Such 
shortages are bound to come up at a time when the Indian 
economy is being so radically transformed, and it is the 
constant effort of the government, in collaboration with 
private industry, to increase the supply of trained technical 
and managerial personnel with the utmost speed. Some of 
the training programmes being undertaken to supply skilled - 
personnel are discussed in the following chapter. 

Another management problem is careful advance plan- 
ning—to assess technical problems, personnel needs, costs, 
and phasing of projects much more accurately than has so 
far been possible. Design and research units should have 
this job as one of their major functions and be able to draw 
upon selected foreign experts in cases where, as in industry 
and mining, not enough experienced Indian technical per- ` 
sonnel is yet available. 

Cost is an issue of special concern to planning authori- 
ties and administrators today. It is made acute by the 
recent increases in the cost estimates of many industrial 
and other projects. To some extent these could not be 
avoided. However, the urgent need now is to assure that 
from the beginning every project is placed on a sound tech- 
nical basis, that estimates of cost are worked out in full 
detail, that modern cost-accounting, plant maintenance 
and other modern management techniques be used. It is 
also important that careful targets and norms be set and 
that the schedule of operations and arrangements for supply 
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of raw materials and for transport and power are planned 
in advance with the utmost care. It is proposed that 
every large project or group of allied projects should set up 
its own special unit whose only and constant job is to work 
towards reducing costs, raising productivity, keeping to 
time schedules and maintaining a continuing audit of 
performance. 

Private enterprise is similarly concerned with problems 
of efficient management, and has to give increasing atten- 
tion through the National Productivity Council, through 
local and national management associations and industry 
councils, to development of higher efficiency. 

The early stages of industrialization are in many coun- 
tries marked by high costs and low productivity, and experi- 
ence in new fields has to be paid for. Over a wide range of 
industries, however, the handicaps described above are 
expected to lessen and even disappear as the scale of opera- 
tions increases and as technical and supervisory personnel, 
managerial experience and techniques, and better coordina- 
tion between different branches of the economy are deve- 
loped. 


ECONOMY IN CONSTRUCTION Costs 


To develop, India has to build—build dams, bridges, 
roads, factories, offices, schools and hospitals. In many fields 
of development, construction costs account for a substan- 
tial part of all expenditures. The cost of construction alone 
in the Second Plan, and for government only, was estimated 
at about one-sixth to one-seventh of total Plan expenditures. 
The Third Plan involves much larger expenditures on con- 
struction. Economizing on construction costs is thus a very 
important part of efficient administration and the success of 
the Plan itself. The Central and State Governments, after 
close consultation on this Problem, are agreed that the 
following main lines of action are necessary to keep con- 
struction costs down : 
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1. Careful advance planning of all details of the work, 
of personnel, materials and equipment needed and 
of probable costs and financial returns. 

2. Advance arrangements to procure the land, equip- 
ment, personnel; and to provide, on the site, work- 
shops, spare parts, necessary housing and other 
facilities, etc., to avoid long lags and delays. 

3. Balanced use of machinery and manual labour so 
that construction machinery is used only where 
manual work would be far slower or more costly. 

4. Economies in design, by planning projects or build- 
ings on the basis of functional needs, using tempo- 
rary or semi-permanent structures where possible, 
and standardized, pre-fabricated parts or designs. 
It is recommended that a central design organiza- 
tion should be set up for single large projects or 
group of projects. 

5. Economies on contracting costs, which are now one 
of the largest factors, aside from planning and de- 
signs, in final costs. Tighter contracts, prompt pay- 
ment, use of various types of construction agencies 
including voluntary non-profit ones—these are 
among the necessary steps to cut these costs. 

6. More attention to personnel, including, on the one 
hand, training for new skills, and on the other pro- 
viding a pool of experienced consultants. Trans- 
fers of personnel should be avoided while work is 
in progress. 

7. Setting up a cost reduction unit for each major con- 
struction project to analyze methods and costs, and 
watch progress, with a special eye to cost factors. 

Both in the Centre and the States there should be commit- 
tees especially designated to review progress in cutting costs. 
Each major project should also prepare, from its beginning, 
a works progress report and finally a completion report as 
a check and a guide to similar work in the future. 
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PUBLIC COOPERATION 

From the beginning of the First Plan, a great deal of 
stress has been laid on securing public cooperation in carry- 
ing out development programmes. "Voluntary organizations 
can play a particularly valuable part in community activi- 
ties and have already done much. Many voluntary work- 
ers, especially women, have accepted the challenge and taken 
on new responsibilities. 

As yet, however, the possibilities of involving the full 
energies of the people have not been fully realized. One of 
the many fields where voluntary groups have much to con- 
tribute is in social welfare activities. For example, in urban 
community development, experience so far shows that 
voluntary workers can do a great deal to stimulate commu- 
nity self-help programmes in the city slums. School lunch 
programmes are another example where volunteer work has 
already proved valuable and can be expanded. In rural 
areas large numbers of women workers are and will be 
serving in the women’s welfare extension projects linked with 
the community development programme. The success of 
family planning as a nation-wide movement will depend in 
very large part on the work of voluntary organizations and 
women workers. A growing body of full time and train- 
ed voluntary workers are working to secure a better life for 
Harijans and other under-privileged groups. Labour and 
social service camps are enlisting young men and women 
to build schools, roads and other public works and undertake 
social service. Voluntary organizations equipped for cons- 
truction work can play a particularly useful part in cutting 
construction costs, and have already done so. In the uni- 
versities and in colleges and civic organizations, planning 
discussion groups comprising students and teachers, or 
private citizens can, as they already have, bring national 
goals closer to the people and enlist support for develop- 
ment programmes. 

Public cooperation is itself a vast field, for in every 
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aspect of development there are many ways in which the 
community can contribute. The part the Indian people 
themselves play is of supreme importance in helping the 
nation reach its goals. To stimulate and draw out to the 
utmost their efforts, cooperation and support is one of the 
most rewarding if challenging tasks of administration. 


BALANCED REGIONAL GROWTH 


As with many countries, India has some regions which 
are well developed and others which are relatively back- 
ward. To some extent this is unavoidable. All regions are 
not equally favourable for industrial growth as, for exam- 
ple, desert or mountain areas without natural resources. It 
is extremely important for India, however, to balance deve- 
lopment of all regions as much as possible, so that the 
people of those regions can have a fair share in new 
opportunities as India progresses. Taken as a whole, the 
Third Plan is designed to reduce regional inequalities, 
though of course the process is one which will take time as 
it has even in highly developed countries. 

One way India is trying to keep the regional balance is 
to assure that education (especially vocational and technical 
training), health and other basic social services are spread 
evenly and fairly over every part of the country. Commu- 
nity development is of course a national programme and 
by 1963 will reach all the villages in India. A similar 
effort is being made to provide power, safe drinking water, 
transport and communications in all regions however back- 
ward or remote. Special areas which have particularly 
difficult problems—such as areas subject to floods—have 
had, and will continue to get special treatment and develop- 
ment. 

In locating new industries and projects, government or 
private, the need for balanced regional growth is an impor- 
tant consideration. For example, in deciding to start river 
valley and multipurpose projects, which are an important 
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part of many State plans, the problems of scarcity-affected 
areas have always been influential. These large projects 
can become centres of new industrial and economic growth. 
Experience has shown however that special efforts must be 
made to integrate them to the region as a whole. 

For large industrial projects, economic considerations 
—nearness to raw materials, availability of trained labour 
and transport, etc.—have to come first. But several im- 
portant industrial projects, such as the steel plants at Bhilai 
and Rourkela and the Heavy Electrical Plant in Bhopal, 
though their location was fixed on the basis of economic 
needs, have in fact been put in areas which were hitherto 
industrially backward. Other similar areas are being bene- 
fited by the opening of new mines and mineral deposits, 
formerly unexploited or partially developed, such as the 
lignite deposits in Arcot, the bauxite deposits at Salem and 
the lead-zinc and copper deposits in Rajasthan. 

Looking to the future, there is a wide range of consu- 
mer goods and light engineering and other small processing 
industries which can be located in backward areas, more 
especially if power is made available. Indeed, the indus- 
trial handicaps of certain regions, because of lack of 
deposits of coal and oil, may be markedly reduced as electri- 
fication spreads. 

Many States, moreover, concerned with their develop- 
ment as a whole, have been getting careful studies and 
techno-economic surveys done, by government and inde- 
pendent research bodies, of their problems and possibilities 
for development and are using these surveys as a basis for 
their planning. In all, assuring balanced regional growth 
will be a continuing policy and administrative concern for 
both the Central and State Governments. 
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CHAPTER VIII 
EMPLOYMENT AND MANPOWER 


EMPLOYMENT is going up as India develops. It rose by 
as much as 8 million in the last five years alone—a very 
sizable increase. The character of employment is also 
changing. Far more jobs today than ten years ago are 
technical and professional jobs—for engineers, school 
teachers, doctors, nurses, skilled workers, foremen and 
managers. In fact India, like all developing and many 
advanced nations, has a shortage of skilled and trained 
people. But at the same time unemployment is one of India's 
major social and economic problems. 

Without question, among the greatest challenges of 
Indian planning is on the one hand to train the skilled 
people it needs and on the other, to create new employ- 
ment and find new ways to use its vast supply of manpower, 
skilled and unskilled. Certainly this is true for the Third 
Plan, and will continue to be so for the Plans and years 
_to come. 


THE PROBLEM OF FULL EMPLOYMENT 


Unemployment has been high in India and a cause of 
real concern for many years. Over 30 years ago Mahatma 
Gandhi called it “India’s problem of problems”. To a 
considerable extent, unemployment is characteristic of an 
under-developed country. It is in fact in itself a sign of 
"under-development". In a country’s early stages of 
growth there are relatively few jobs in industry or other 
"off-the-farm" work. In India moreover—in contrast, say, 
to Africa and Australia—land is scarce, and there is not 
enough land to provide work in farming. The jobless drift 
to the cities where unemployment is felt even more severely. 
For India too the employment problem in both city and 
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village is made far more acute by the fast-growing popula- 
tion, which is now bringing over 3 million people a year 
into the labour market. A country has to be in a fairly 
advanced stage of development to create enough training 
facilities and enough job opportunities for such a vast popu- 
lation. Looking at things realistically it will take time— 
good deal of time—for India to create conditions of full 
and productive employment. 

Stimulating more employment is one of the major goals 
of Indian planning. Today, however, when after ten years 
of development, progress in creating employment has not 
been great enough and when population is growing so 
rapidly, the problem has a new urgency. Over the next 
five years 17 million more people will come of age to seek 
work; in the next 15 years 70 million. Obviously creating 
employment on this scale is a tremendous and formidable 
task. 

India’s development programmes so far have created 
considerable employment—but not enough or fast enough 
to absorb the backlog of unemployed as well as the number 
coming of age to seek work each year. Although the Second 
Plan alone created about 8 million new full-time jobs (6.5 
million of them off the farm), this was less than hoped. 
With the backlog of unemployed with which the Second 
Plan started, and the population increase since then, there 
are today about 9 million unemployed. The number of 
under-employed in city and village, that is, persons who 
have some work but are willing to do more, may be as high 
as 15-18 million., 

The Third Plan starts then with a backlog of 9 million 
unemployed. With 17 million more young men and women 
coming of age to seek work during these next five 
years, the Third Plan’s target is to create employment for 
these 17 million at least, so that unemployment does not 
grow worse. 

While it is not easy to judge precisely how much 
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employment a given programme will create, the most careful 
analysis possible now of the development programmes pro- 
posed for the Plan, plus a deliberate effort to use far more 
manual labour than in the past in many kinds of projects, 
especially in construction, indicates that, in all, about 14 
million new jobs can be expected in the next five years. This 
is not a fixed and final estimate, for methods of calculation 
are not yet precise, and past experience shows that conti- 
nued study and assessment of employment is necessary. 


NEW (NOoN-FARM) EMPLOYMENT EXPECTED BY 1966 
(in thousands) 


Construction? So SE 90 ni a 2300 
Irrigation and Power oo oc SE dc 100 
Railways zt se x 140 
Other Transport and Communications vs ao 880 
Industries and Minerals 50 s S op 750 
Small Industries oc Em co 900 
Forestry, Fisheries and Allied Services ES T. 720 
Education v. ss de is Oo SS 590 
Health e o ^t "E 140 
Other Social Services 50 SP od 5c 80 
Government Services vs v. SÉ SS 150 
6750 

Trade and Commerce (estimated at ER per cent 
of the above total) 3780 

TOTAL f 10,530 or 10-5 


thousand million 


Another 3.5 million jobs will be created in rural areas, 
and there will be in addition some relief from under- 
employment. The total of new job opportunities that can 
now be foreseen for the Third Plan period will thus fall 
short by about 3 million out of the 17 million jobs needed 
by the new arrivals in the labour force over the next five 
years. Past experience, moreover, has shown that reaching 
employment targets is not easy. 


India proposes therefore to take vigorous steps on seve- 
ral fronts to assure that the targets are met and if possible 


*Over half the employment in construction (1-3 million jobs) is expecte 
agriculture and Wd development and irrigation. Jis engected in 
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exceeded. One of the most important steps is to require 
that all development projects and programmes are delibe- 
rately planned to make the maximum use of manual labour. 
The new modern industries India is building are based on 
high productivity techniques. Manufacture of steel, ferti- 
lizer and machine tools, for example, are and must be high- 
ly mechanized and cannot in themselves create a great deal 
of direct employment. In other fields, however, the choice 
of techniques is a matter of crucial importance. Very par- 
ticularly in construction work, all projects must from now 
on give preference to manual labour rather than mechanized 
processes, except where mechanization means considerable 
economies in cost or time. 

Another effort will be to stimulate to the utmost the 
employment possibilities in small industries. A consider- 
able increase in employment can come from helping small 
industries, which have already started up, to expand and 
produce to their full capacity. Many are today held back by 
lack of raw materials, credit, technical and design advice and 
thus cannot employ as many new workers as they are other- 
wise well organized to do. India’s present nation-wide system 
of small industry extension services, credit, supply and 
marketing facilities must be improved and streamlined, not 
only to increase production but also employment in small 
industries. 

Another promising possibility of stepping up employ- 
ment, in rural areas particularly, is the spread of rural elec- 
trification. By the end of the Third Plan, almost all towns 
of over 5000 population plus some 38,500 villages are 
expected to be electrified. The fullest advantage has to be 
taken of this opportunity for the encouragement of small- ` 
scale enterprises using power. There are also many other 
types of rural industries, which may or may not use power— 
food packing and processing, manufacture of farm imple- 
ments and of local fertilizers, production of bricks and other 
building materials—that could and should be stimulated. 
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Further, since the biggest need for employment will be 
in rural areas, where the population gain will be heaviest, a 
great deal can be done by attacking the problem locally by 
district, block and village. Not enough attention has been 
paid to this possibility so far. There are many local pro- 
jects for new community services and improvements—wells, 
schools, roads, etc., which can be handled as employment 
programmes using local labour. As many of these pro- 
grammes as possible are to be started with the help of the 
district, block and village organizations. 

A. special problem in India is that of the educated un- 
employed. While India has greatly expanded its facilities 
for training people for skilled jobs and professional work 
and will continue to do so, there are a large number of high 
school and college graduates who have had only a general 
education rather than any specialized training. Exact figures 
are not available, but perhaps as many as a million of these 
young men and women are today unemployed. A consider- 
able number of those registered as unemployed are young 
men with six or more years of schooling up to one or two 
years of college. They cannot find jobs in cities unless they 
obtain technical training of some kind or other, or at best 
can find only relatively low-paid jobs. Since many of them 
are from rural areas, it is expected that new job opportuni- 
ties will be opened for them by the development of farm co- 
operatives for credit and marketing and of rural industries. 
Special short-course training is planned to equip them for 
this type of work. Rural areas could thus keep their ambi- 
tious young people and have the benefit of their talents and 
leadership far more than has been the case so far. 


RURAL WORKS PROGRAMME 

Even with all these measures, and even if all proposals 
for reaching employment targets succeed—in large and small 
industries, in agriculture, in all trades and services—they will 
provide new jobs for about 14 million people. The Third 
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Plan's goal however is to create employment for 17 million, 
to take care of all the arrivals in the labour force and keep 
unemployment from growing worse. India must therefore 
provide work for some 3 million more people than its deve- 
lopment projects specifically include. 

Potentially this enormous labour force can be an asset, 
rather than a problem. If it is properly organized and used, 
carefully directed and led on well planned “labour-inten- 
sive" projects, it can make a tremendous contribution to 
India’s development. This is precisely what India plans to 
do. India proposes to start, on a nation-wide scale, a vast 
rural public works programme, the first of its kind in India. 
The programme is expected by 1966 to give employment for 
about 100 days in the year to 24 million people, mostly from 
rural areas. 

It will be carried out in all States, with especial emphasis 
on areas where there is heavy unemployment. The work to be 
done will concentrate principally on projects which are im- 
portant to improve the land and raise farm production— 
irrigation works, soil conservation, contour bunding, desilt- 
ing of reservoirs and canals, road building and reforestation. 
All these are projects which, if they are well planned and 
organized, can effectively put to work very large number of 
unskilled and semi-skilled rural labourers. And all are pro- 
jects of real significance in developing the country as a 
whole. 

The exact form of organization for running this vast rural 
works programme is now being developed on general 


lines of policy and action already laid down. The main 


projects to use large forces of skilled and semi-skilled labour 
will be on the one hand those which are local in character 
and will be done in cooperation with village and block 
leaders and organizations. There may also be some larger 
projects requiring technical planning and supervision, either 
on a State or national level. 

In preparation for the nation-wide rural works programme, 
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over 34 pilot work programmes have already been 
started in the States and the number will be increased five- 
fold by early 1962. Evaluation of these projects is being 
made as they go on to find out the most successful methods 
of planning and organizing such mass use of labour. 

With this experience in hand, India hopes to employ 
400,000 to 500,000 people by the second year of the Plan, 
a million by the third year and 23 million by the last year, 
1965-66. Funds are being provided up to a total of $315 
million (Rs. 150 crores) over the Plan period as a whole. 
The main cost of the programme will be the wages of the 
labour force. Wages will be at the prevailing village rates. 
At present this averages about 30 cents a day. As the pro- 
gramme expands, and as foodgrains become more plentiful, 
paying part of the wages in foodgrains may be considered. 

Other kinds of local projects that can use a fair amount 
of labour are those which build up income-producing com- 
munity assets such as village reservoirs, fisheries, fuel-wood 
plantations and common pastures. Such projects will have 
to be worked out in terms of the needs of the development 
block as a whole as well as for individual villages. The 
work will be arranged through the villages. The govern- 
ment departments concerned—such as the Departments of 
Fisheries, Forestry, etc.—will have to provide the necessary 
technical assistance and such supplies as seedlings for fuel 
plantations or fingerlings for fisheries development. 

Several types of smaller projects are also considered, 
some of them to be run entirely by local communities—such 
as building local schools, wells and roads to which the vil- 
lage itself contributes, maintaining village roads and reser- 
voirs and irrigation channels, etc. Some government funds 
are already available for this sort of work under the com- 
munity development and other programmes. Some of this 
maintenance work has been traditionally required by law in 
India, but has not been done consistently. Doing it on a 


regular sustained basis will mean considerable employment. 
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It is also proposed that legislation should give power to 
village panchayats to enforce these maintenance obligations, 
and to see that the necessary work is done. Similarly, legis- 
lation is to be proposed to empower State Governments to 
plan and carry out soil conservation projects for the basin of 
a river or a stream, or for a group of villages. Such pro- 
jects will involve considerable works programmes by the 
States, by local village panchayats and individuals directly 
benefited. 


TRAINED MANPOWER FOR INDIA’s DEVELOPMENT 

At the same time that India tackles the problem of un- 
employment for the nation as a whole, it must also plan to 
meet shortages of the trained men and women it needs—the 
doctors and nurses, the skilled workers, teachers, scientists 
and engineers. This is a problem which India shares, of 
course, with advanced countries. But for a developing 
country the problem is particularly acute. Indeed, perhaps 
of all the resources needed at this stage of India’s growth, 
the most fundamental is trained manpower. The number 
of trained people available—to build power systems, run . 
steel and fertilizer plants, man hospitals and schools—deter- 
mines in fact how fast the country itself can grow. 

India must, moreover, estimate its needs for manpower 
and training facilities not for the Third Plan alone, but look 
ahead to the needs of the Fourth and Fifth Plans as well. It 
takes five or more years to train an engneer or doctor, even 
longer to develop the practical experience and skill needed 
in positions of high responsibility. Facing facts realistically, 
it may take as long as a generation to produce enough 
scientific and technical personnel for India to become a. 
technically mature society. 

During the Second Plan, manpower studies made con- 
siderable headway in India; training of the technicians, both 
men and women, likely to be needed in the Third and the 
Fourth Plans has already started on a wide scale. But today, 
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with the urgent needs ahead, much more must be done— 
to expand and reorganize training institutions, to introduce 
new methods of speeding up and intensifying training, to 
discover new ways of using scarce trained personnel as a 
key resource, to use foreign technical assistance most effec- 
tively. 

Better and closer assessments of manpower needs are 
urgent, and these must be recalculated from time to time in 
the light of new and unforeseen demands. It is already 
clear, for example, that present estimates of future manpower 
needs are likely to be too low. India is shortly setting up 
an Institute of Applied Manpower Research which will work 
closely with the Central and State Governments to get a 
broad perspective of needs over the future, and discover 
ways to build up and use the country’s human resources to 
the utmost. 


THE RISING DEMAND FOR TECHNICAL TRAINING 
enrolment in colleges 


360.000 
1950 -51 
e ARTS, 
"LUI 


152,000 


TC PROFESSIONAL, 
TECHNICAL. 
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Technical training has a high priority in India's educa- 
tional system for the Third Plan. Over $580 million 
(Rs. 276 crores) will be spent on developing training insti- 
tutions for engineering, medicine and health, agriculture, 
and for training of skilled workers. This amount is more 
than twice the sum provided in the Second Plan and six 
times as much as in the First Plan—an indication of India's 
ever sharper realization of the need for more technically 
trained manpower. 


ENGINEERING PERSONNEL 

The Third Plan will require about 151,000 more train- 
ed engineers than it has today, almost twice as many newly 
trained men as were needed during the Second Plan. For- 
tunately, training facilities have already been greatly expand- 

' ed, and this very high requirement can be met largely out of 
existing colleges and polytechnics, although there will be a 
real shortage of diploma engineers, if not of graduates. The 
number of engineering colleges has doubled in the last de- 
cade to a total of 100 and the number of polytechnics more 
than doubled, to a total of 196. "Together these two types 
of institutions can take in over 39,000 new engineering 
students a year. 

In the Third and later Plans, engineering training will 
be more diversified, to meet the new needs of new industries. 
There will be more and more emphasis on mechanical, elec- 
trical and chemical engineering and on mining, metallurgy 
and other technologies, and also on post-graduate work and 
fundamental research. 

India foresees a demand for over 200,000 more trained 
engineers in the Fourth Plan, 1966-1971. Preparations to 
meet this demand are necessarily being made now. Present 
engineering colleges and polytechnics will be expanded, new 
institutions will be set up (17 more engineering colleges, 67 
more polytechnics) and part-time and correspondence 
courses will be started over the Third Plan period. Half of 
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all the funds available for technical education will go to 
developing engineering and technological training. A large 
merit scholarship programme will be started, large enough 
to give 18 per cent of all technical students (as compared 
with 5 per cent today) financial assistance. 


TRAINING OF SKILLED WORKERS 

Rough estimates are that India will need about 810,000 
skilled workers in engineering trades and about 460,000 in 
non-engineering trades over the Third Plan. 

In India training of skilled workers is done largely by 
industrial training schools, although more high schools 
today are putting in vocational courses. There are nearly 
. three times as many industrial training centres as five years 
ago, with facilities for training over four times as many men 
(42,000 in all). But considerable expansion is still neces- 
sary, and will be carried out for the Third Plan, to provide 
training facilities for 100,000 men. Some men will also be 
trained under a national apprenticeship programme. Alto- 
gether about 200,000 skilled workers will be trained during 
the Third Plan. In-plant training for six-month periods and 
evening classes for employed industrial workers are also 
proposed on a very wide scale. The Ministry of Labour 
and Employment is to introduce a bill before Parliament to 
regulate training programmes in industry and make appren- 
ticeship training compulsory. à 
` A number of ministries and government agencies con- 
duct special in-service or practical training programmes. 
Various AllIndia Boards including those responsible for 
small-scale industries, handloom weaving and handicrafts 
also offer special facilities for training in various trades and 
crafts. The Small Industries Service Institutes and the Ex- 
tension Centres are now training managerial, supervisory 
and extension personnel for small business. "Their training 
courses will be expanded to reach about 17,000 men, the 
number small business is now estimated to need. 
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'TRAINING OF TEACHERS FOR TECHNICAL INSTITUTIONS 


Shortage of teachers is a constant problem in technical 
institutions at this stage. For instance, in engineering col- 
leges and polytechnics, over one-fourth of all teaching posts 
are unfilled. Incentive programmes started in the Second 
Plan—of fellowships in selected engineering colleges, and 
of foreign studentships for graduates who return to teaching 
posts—will continue in the Third Plan. Higher salary 
scales have been recommended by the All-India Council 
for Technical Education and will be put in effect to attract 
more students to teaching. Post-graduate courses in engi- 
neering and technology have been introduced in 34 insti- 
tutions to prepare students for teaching positions. 

Instructors for skilled workers and craftsmen are also 
in short supply. About 8500 will be needed over the Third 
Plan. To meet this shortage India will double the capacity 
of the present four Central training institutions and set up 
three additional institutes. X 


SCIENTIFIC PERSONNEL 

For the national laboratories, industries and other institu- 
tions, scientists with post-graduate degrees are demanded in 
increasing number. There is also shortage of science teach- 
ers in secondary schools, in science departments of colleges 
and universities. The colleges alone will need 17,000 more 
Science teachers over the next five years. To meet these 
needs, science facilities are to be increased in colleges and 
universities, so that out of the 1.3 million students in (non- 
technical) colleges by 1966, over 500,000 will be taking up 
science. 

A Scientists Pool was set up in 1958 for immediate 
placement of well-qualified Indian scientists and technolo- 
gists returning from studies abroad. 


AGRICULTURE AND RURAL DEVELOPMENT PERSONNEL 


Prior to Independence, relatively few students took 
agricultural training. Since then, because of the needs of the 
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community development and agricultural programmes, the 
number has gone up very sharply. The number of agricul- 
tural colleges has more than doubled over the decade 1951-61, 
to a total of 53. "These colleges are now able to take well 
over four times as many students, about 4600 a year. The 
high requirements for agricultural graduates during the 
Third Plan period, estimated at 20,000 more than today, 
are therefore expected to be met. Over the Fourth Plan, 
India will need another 30,000 agricultural graduates, and 
four new agricultural colleges are being set up to help 
provide them. 

Post-graduate training in agriculture, begun for the first 
time during the Second Plan, will be made available in five 
colleges to help provide more teachers and highly trained 
personnel. India's relatively few institutions teaching 
veterinary science, dairying, forestry, fisheries and soil conser- 
vation will also be expanded and some post-graduate depart- 
ments established. 

Until very recently agricultural colleges have been 
separate from colleges teaching veterinary science, dairying 
and basic science and humanities, and only a few of them 
have been linked up with research and field extension work 
concentrated on actual village problems. While extension 
work is being gradually introduced in agricultural colleges, 
India's first agricultural university bringing together all these 
studies was started only a little over a year ago. It has been 
strongly recommended that more such universities are open- 
ed to bring teaching, research and extension work together 
in an integrated course, specifically concerned with and 
serving the needs of villages in the surrounding area. 

To staff the community development programme, a wide 
variety of training institutions have been set up for many 
different kinds:and levels of personnel. About 50,000 men 
and women will be needed for the community development 
programme which by October, 1963, is to cover all rural 
India. There are at present about 96 centres for training 


CC-0.In Public Domain. Panini Kanya Maha Vidyalaya Collection. 


164 OFA WARDS eege FANPPPEGONGREE 


village level workers. Home economics extension training 
for women village workers was started in 1955, and there 
are now 43 centres for such training; 26 more will be set up 
over the next five years. To man rural cooperatives, train- 
ing programmes for different grades of personnel will be 
much expanded during the Third Plan, especially in fields 
like marketing and land mortgage banking. 


SCHOOL TEACHERS AND OTHER SOCIAL SERVICE WORKERS 


Since India is introducing compulsory primary educa- 
tion over the Third Plan, there is a tremendous need for 
school teachers for primary schools, middle schools and 
beyond*. About 360,000 teachers are needed for primary 
schools alone, and 27,000 for colleges. Teacher train- 
ing has been given a very high priority in the Third Plan. 
By the end of the Third Plan, about three-fourths of all 
primary and middle school teachers will have had training, 
as compared to only about two-thirds today. 

Shortage of health personnel, particularly of auxiliary 
health workers, is seriously holding back the expansion and 
effectiveness of new health services. India, for example, 
needs 39,000 more nurses than it now has, and some 40,000 
more nurse-midwives. Nearly 200 new training institutions 
will be set up to train at least a large share of them during 
the Third Plan, although shortages will continue to be 
severe. India also needs 6000 more pharmacists and over 
13,000 more sanitary inspectors, and some additional train- 
ing schools are being established. By 1966, India will also 
have 75 medical colleges (as compared with 30 in 1951) 
and will be able to turn out 19,000 more doctors during 
the next five years. The shortage of doctors is felt mainly in 
the villages where doctors are reluctant to serve. 

During the last five years more facilities for training 
social welfare workers have come into being. These include 


—————— 
*For primary schools 61 per cent more teach : i 
schools 81 per cent; for secondary schools 40 per Send seeps en 
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two schools of social work which give a two-year course, and 
train on an average 400 to 450 men and women a year. 
There are also special centres for training senior and super- 
visory personnel for work with tribal people and other back- 
ward classes, and for training women for rural welfare and 
family planning programmes. 


BUSINESS MANAGEMENT AND ADMINISTRATION PERSONNEL 


Securing highly trained managerial personnel is, as we 
have seen, a matter of the greatest urgency both for govern- 
ment and for private business. A National Academy of 
Administration and Directorate of Training have been set up 
at Mussoorie offering a combined course of training for the 
higher grades of the civil service. An Administrative Staff 
College was opened a few years ago at Hyderabad, which 
gives special courses for industrial and government adminis- 
trators. The government has also organized an Industrial 
Management Pool from which the government and govern- 
ment-owned enterprises can draw managerial personnel. 

During the Second Plan courses of business administra- 
tion and management were started at seven institutions, two 
of which also provide education in industrial and production 
engineering. More such courses will start during the Third 
Plan. Two All-India Institutes of Management, one in 
Calcutta, one in Ahmedabad, are being opened shortly in co- 
Operation with the State Governments and industries. A 
separate National Institute for Training and Industrial 
Engineering will also be set up in collaboration with the 
National Productivity Council. New training facilities have 
also been set up for training statisticians, who are required 
in increasing numbers in government, private industries and 
the universities. 

The need for trained men and women is a continuing and 
acute one. The progress India has already made is signifi- 
cant, and the education system is each year becoming more 
and more closely attuned to realistic manpower needs. But 
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many gaps remain, many new proposals remain to be tried. 
The work of equipping India's millions of young people for 
specific and useful service to their country and using their 
skills to the full is one of the great tasks of India today and . 
in the future. 
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THE DEVELOPMENT PROGRAMMES 


THIRD FIVE YEAR PLAN, 1961-1966 ` 
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KEY TARGETS 


FOR AGRICULTURE AND RURAL DEVELOPMENT 


—A 30% rise in agricultural production 

—A 32% rise in foodgrain production alone, to 100 
million tons a year by 1966 

—AIl of village India—over 360 million people—cover- 
ed by a farm extension community development 
programme 

—A key district in every State put under an intensive 
food production programme 

—Every village assured of safe drinking water, school- 
ing facilities and an approach road 

—Nation-wide rural medical facilities providing at 
least one health centre for every 60—70,000 vil- 
Jagers 

—90 million more acres under irrigation, to a total 
of 90 million acres, more than hal£ of all India's 
irrigable lands 


—At least a four-fold increase in use of fertilizers 


—About two-thirds of all villagers organized into farm 
credit cooperatives, and about $1400 million 
made available for farm loans 


—Veterinary facilities in every rural development 
block, and. eradication of rinderpest, the leading 
cattle-killing disease 

—Planting of industrially important fast-growing 
timber on 300,000 acres of forest lands, teak on 
210,000 acres; another half million acres planted 
to firewood and other species 

—Soil conservation measures to cover 11 million acres 

—A rural public works programme using up. to 2$ 
million rural workers by 1966, to improve irriga- 
tion and. soil conservation 

—About 5 million acres of land distributed to 
700,000 landless rural families 
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CHAPTER IX 


AGRICULTURE AND RURAL DEVELOPMENT 


1. STEPPING UP FARM PRODUCTION 
AGRICULTURE has the highest priority of all India's plans 
for development, today and over the future. As we have 
already seen, the reasons for a sharp step-up in farm pro- 
duction are urgent and compelling. 

India's farm yields, even today, in spite of considerable 
improvement over the last ten years, still average among the 
lowest in the world. As a result, India is not yet able to feed 
its large and growing population, and farm incomes are 
among the lowest not only in India, but among the nations of 
the world. 

Imports of large quantities of food (these imports have 
recently averaged over 3 million tons a year) have prevented 
acute food shortages but they have been a serious drain on 
India’s scanty resources of foreign exchange, even with 
generous foreign aid. To feed India's fast-rising population 
without even larger imports or serious food shortages and 
inflation, India must, as rapidly as possible, raise ‘enough 
foodgrains to be self-sufficient. 

Further, farm products—from tea, jute and spices to 
hides and skins—make up the bulk of India’s exports earning 
foreign exchange: Farm production must be pushed high 
enough not only to meet local needs but to yield plenty for 
exports. 

Looking at the problem from a long-run view, moreover, 
farm production as a whole, it will be remembered, makes 
up roughly half of India’s total production and income. 
Higher production on Indian farms thus is the key to any rise 
in national income and to the development of the country 
as a whole. Specifically, India’s effort to reach a national 
growth rate of over 5 per cent a year over the Third Plan 
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depends directly on reaching the high targets set for farm 
production. 

Further, farm production has to go up as fast and as far 
as possible so that, as the rural population rises, the incomes 
and living standards of India’s 74 million village families can 
also go up and keep pace with those in towns and cities. Since 
four out of five of India’s people live in rural areas, this is 
a very important problem from the point of view of social 
justice and equality. 

Both in city and village, moreover, food and cotton cloth, 
as we have seen, make up over two-thirds of all expenditures 
for the great majority of India’s families. To produce enough 
food and cotton is, therefore, essential to improve—even to 
keep up—present living standards for the country as a whole 
as well as to hold prices steady on these basic necessities of 
life. 


THIRD PLAN TARGETS 

While improving farm production as a whole is the key 
to India’s balanced and speedy growth over the long run, the 
Third Plan has set two specific top priority goals to be reach- 
ed in the next five years. The first is to produce enough 
foodgrains to be self-sufficient; the second is to produce 
enough commercial crops to meet the needs of exports and 
industry. 

With these urgent goals in mind, the Third Plan has set 
a target of stepping up agricultural production as a whole 
by over 30 per cent, or by about 6 per cent a year. Roughly 
this means that production will have to increase nearly twice 
as fast as it has in the past ten years. Foodgrain production 
is to be stepped up by about 32 per cent, to 100 million 
tons. 

The Third Plan targets for specific Crops are shown in the 
table at page 172. These targets have been set on the basis 
of detailed study of agricultural programmes of the States. 
The table also shows the substantial rise in farm production 
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over the past ten years, in spite of some year-to-year 
fluctuations. 

The Third Plan targets are high, but they must be met. 
The target of 100 million tons of foodgrains a year will repre- 
sent self-sufficiency. It will also permit the 492 million 
people (the population now expected by 1966) to have a 
somewhat better diet than the present, and allow some grain 
for seed, feed and storage. Today, even with food imports, 
the amount of foodgrains available per person per day is only 
16 oz.* With the lack of other types of foods, there is a 
real need to improve diets. What is more, with the expected 
rise in incomes, there will certainly be increased demand for 
foodgrains, as well as other non-cereal foods. The new 
production target will permit 173 oz. of cereals per day to 
be available per person by 1966. 

Targets for other crops have also necessarily to be set 
high. Larger supplies of certain commercial crops such as 
sugarcane, oilseeds, cotton and jute are essential if the mills 
which process or depend on these commodities are to achieve 
their production targets, and if exports of these products are 
to be stepped up to earn foreign exchange. Production of 
raw cotton, it will be recalled, fell short of demand over the 
last few years and imports have been required to keep cotton 
mills in operation and clothing prices stable. The 'Third 
Plan puts special emphasis on stepping up cotton yields. 
Production of oilseeds, both to supply domestic needs for 
cooking oils and to increase exports, is one of the critical 
targets of the Third Plan. With an eye on exports, India 
also hopes to improve its varieties of jute and tobacco as 
well as to increase yields of these valuable export commo- 
dities. The Third Plan allocates special funds to stimulate 
production of all such commercial crops. 

There has been a marked tendency during the Second 
Plan years for prices of non-cereal foods—such as fish, milk, 


*Foodgrains—wheat, rice, and various types of beans and millets—mak: 
about three-fourths of the calorie content of the Indian diet. > MR 
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eggs, fruits and vegetables, ghee (clarified butter) and edible 
oils—to rise more rapidly than the price of foodgrains. The 
growth in population, the higher incomes which bring about 
a shift from a heavy cereal diet, and the comparatively 
‘slower rise in the production of these non-cereal foods, are 
responsible for these rising prices. Along with foodgrains, 
equal stress, therefore, is to be placed on Third Plan produc- 
tion of non-cereal foods, particularly such foods as fish and 
dairy products. 

The new targets call for substantial increases in India's 
crop yields per acre. The increases expected are as high 
as 27 per cent per acre for rice, 20 per cent for wheat, 16 
per cent for jute, 14 per cent for cotton.* The greater part 
of these increased yields will necessarily have to come from 
areas with irrigation and assured rainfall, although in other 
areas improved soil conservation methods and dry farming 
techniques should result in some improvement ‘in yields. 
"Double cropping"— possible only in irrigated lands—will 
also be an important factor in increasing total agricultural 
production. It is expected that 67 million acres, or about 
a fifth of all cultivated land, will be sown to more than one 
crop by 1966. Further, about 7 million more acres of waste 
land will be reclaimed and brought under cultivation. 

It is clear, however, that the high Third Plan targets can 
be reached only if all agricultural development prógrammes 
of the Third Plan are carried out speedily and in full and 
only if there is widespread public participation and adoption 
of improved farm practices as well as the utmost use of rural 
manpower. This will call for a tremendous and coordinated 
effort not only of the agriculture departments in the States 
and Central Government and all agencies and programmes 
concerned in any way with India's rural people, but of the 
people themselves. It is in agriculture more than perhaps in 

a iti 3 
instead of the present 8017 25 E oF wheat Eases oh eon hät He per acro 


‘compared to 95. U.S. yields for these crops are tod 3411 Ib for rice: 
1b for wheat; 448 Ib for cotton. E ay or rice; 1554 


CC-0.In Public Domain. Panini Kanya Maha Vidyalaya Collection. 


174 PRISE A sel BOREL TANT BOONORE 


any other aspect of India’s economy, where India and its 
people face their greatest challenge in changing from tradi- 
tional ways to modern methods based on science and techno- 


logy. 


PROBLEMS OF INCREASING AGRICULTURAL PRODUCTION 

Certainly the problems of increasing farm production in 
India are many and complex. During the First and Second 
Plan periods, important steps were taken to tackle these 
problems on a broad front, and to create favourable condi- 
tions for a more productive agriculture. Fulfilling the Third 
Plan targets will require far more intensive efforts, and all 
programmes—those already underway and new ones to be 
started—will have to be carried out with far more effective 
organization and administration. The farmer in the field, his 
needs and his problems, must be the focus of all development 
programmes. 

Looking at the problems as a whole, development of 
India's agriculture must take place on many Ponts" at once. 
One of the most urgent steps is not only to expand irrigation 
for relieving dependence on the unreliable monsoon rains 
but to stimulate the maximum and most economical use of 
irrigation waters. Another is to expand India’s farm exten- 
sion and community development agency, which now reaches 
slightly more than half of all rural people, to cover the entire 
nation and reach all farmers with a concentrated educational 
effort on improving farm practices and farm yields. Another 
essential line of action is to bring, within a bullock cart’s 
hauling distance of every village, the fertilizers, seeds, imple- 
ments and other farm supplies essential to improving crop 
yields. Farm credit must similarly be made readily available 
to all farmers. 

Land reforms must also be completed swiftly so that both 
tenants and landowners are free from uncertainty and can 
concentrate on farm improvement and increased yields. 
Making maximum use of rural manpower—to build and 
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maintain irrigation works, do contour bunding and other soil 
conservation work—is another essential programme to 
Strengthen the rural economy and assure higher yields. 
Further, a concentrated attack must be made in selected dis- 
tricts in the States which, because of irrigation and assured 
rainfall, have the highest potential for increased production. 
All of the programmes will take the utmost efficiency in orga- 
nization and administration and public support. 


THE Cost oF AGRICULTURAL DEVELOPMENT 

Stimulating farm production to reach the high targets 
set, will require considerable expenditure in funds as well 
as effort. But achieving the targets has so high a priority in 
India’s development plans that no shortage of funds will be 
allowed to stand in the way of reaching farm targets. Substan- 
tial funds have already been made available. The Third 
Plan provides a total of nearly $2690 million (Rs. 1281 
crores) for all agricultural and rural development pro- 
grammes*—about double the amount of the Second Plan. 
In addition, a substantially increased amount is being allo- 
cated for farm credit—enough to reach a level by the last 
year of the Plan of about $1113 million (Rs. 530 crores) 
for short and medium-term loans and $315 million (Rs. 150 
crores) for long-term loans disbursed largely through local 
farm, cooperatives. 


7 Fae amount will be divided among various agricultural programmes as 
ollows : 


1. Irrigation : 
minor > op 30 Le vs 371:3 176-3 
major and medium on Ss 0 1258:5 599-3 
2. Agricultural production .. ou 474-8 226-1 
3. Community development—agricutura pro- 
grammes  .. 264-6 126 
4. Cooperation 50 Bo ac 5c 168-2 80:1 
5. Soil conservation  .. Gei es ws 152-7 72:7 
TOTAL .. x $ 2690-1 Rs. 1281 
million crores 
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Taking these funds all together, the total amount to be 
made available for stimulating agricultural and rural develop- 
ment is considerably larger than at any time in the past. If 
necessary, during the course of the Plan, additional funds 
will be provided. Thus the crucial factor in achieving Plan 
targets will not be any shortage of funds but the quality of 
technical support, administrative efficiency and organization, 
and the speed with which necessary supplies can be produced 
and distributed and all farmers educated and stimulated to 
use new methods. Price policy, especially in relation to com- 
mercial crops, will be another factor of special importance. 


PROGRAMMES OF TECHNICAL SUPPORT TO AGRICULTURAL 

PRODUCTION 

The principal "technical" programmes designed for reach- 
ing higher Third Plan targets are irrigation, soil conserva- 
tion, dry farming and land reclamation, supply of fertilizers 
and improved seeds, and better ploughs and improved imple- 
ments. Intensive work has to be organized on each of these 
programmes over the country as a whole. In addition, in 
15 selected districts where conditions as to rainfall and irri- 
gation are especially favourable, these programmes will be 
taken up in an intensive production drive. 

1. Irrigation: From large and medium irrigation pro- 
jects and from minor irrigation works, the (net) irrigated 
area of the country is expected to increase by about 20 mil- 
lion acres to a total of 90 million acres by 1966. Expansion 
of irrigation on this scale, which could be further Stepped up 
if rural manpower programmes are carried out, will make 
possible considerable double-cropping and thus increases in 
yields. Minor irrigation works—such as wells, “tanks” (local 
Teservoirs )—will be strongly emphasized and are expected to 
irrigate as many acres as the larger irrigation projects. Details 
of these irrigation programmes are given in later pages. 

An urgent problem is to step up actual use of irrigation 
by farmers. In some parts of the country where dry farming 
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has been traditional, irrigation provided by various new 
projects and even by tanks and tube-wells has not been used 
speedily enough. Advance planning of field irrigation chan- 
nels and intensive education of farmers in *wet" farming and 
double-cropping techniques are essential. India will also do 
considerable research into the most effective and economical 
methods of irrigating crops. 

2. Soil conservation, dry farming and land reclama- 
tion: In the unirrigated areas, the efforts made so far to 
: stimulate production are generally inadequate. Soil conser- 
vation is one of the main developments to be carried out, 
and the need and scope for it are large. The Third Plan 
emphasizes large-scale soil conservation and dry farming to- 
be undertaken through local participation by all agencies 
working at the village level, and mass participation by the 
communities concerned, as well as by State Governments. 
Third Plan targets include : soil conservation to cover 11 
million acres; dry farming practices to cover 22 million acres; 
land reclamation to cover about 3:6 million acres. A large 
corps of trained soil conservationists js needed to help reach 
these targets and training programmes are being started. 

3. Fertilizers: India’s production and use of chemical 
fertilizers are far lower than in most countries seeking big 
yields per acre. By the end of the Third Plan, India intends 
to increase the use of nitrogenous fertilizers over four-fold, 
from about 230,000 tons, the rate in early 1961, to about 
1 million tons*; that of phosphatic fertilizers about six-fold, 
from about 70,000 tons to about 400,000**; and that of 
potassic fertilizers about eight-fold, from 25,000 tons to 
200,000***. "The target of the additional area to benefit 
from green manures is about 41 million acres. 

Demand for fertilizers has been increasing and already 
outruns supply. To meet the needs over the Third Plan, India 

*In terms of nitrogen. 


**In terms of P205. 
***In terms of K20. 
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will step up domestic production of fertilizers sharply— 
although in the early years it will have to rely heavily on 
imports. Much of the new production will be in the form of 
compound and/or complex fertilizers which provide more 
balanced plant food. 

Although more farmers are using fertilizers today, it will 
be a considerable job to organize distribution of fertilizer 
supplies on the scale proposed and necessary over the Third 
Plan, and to educate still more farmers to use them on 
varied crops and soils. A central fertilizer marketing orga- : 
nization will be set up during the Plan. Soil testing facilities 
to determine the right use of fertilizer are also being develop- 

“ed. 

4. Better ploughs and improved agricultural implements: 
Little progress has been made so far in getting India's tradi- 
tional farmers to use improved agricultural implements. 
Despite frequent consideration of the subject at the expert 
level, practical action has invariably lagged behind. 

As a result of discussions over the past year, a detailed 
development programme for agricultural implements is now 
being prepared as an essential feature of the Third Plan. It 
will include : (1) arrangements for adequate supply of iron 
and steel to manufacturers; (2) selection of the improved 
implements to be popularized; (3) establishment in every 
State of one centre for testing, design, research and technical 
guidance and, where necessary, for manufacturing imple- 
ments of improved types; (4) training of village level workers 
and village artisans in the repair and manufacture of improv- 
ed implements; (5) credit arrangements to encourage pur- 
chase of new implements; (6) demonstration and populari- 
zation of improved types by extension workers in the com- 
munity development blocks; and (7) strengthening of agri- 
cultural engineering personnel in the States. 

3. Seed multiplication ` A comprehensive programme for 
setting up local seed farms for producing foundation seed of 
improved varieties was started in the Second Plan. Generally 


CC-0.In Public Domain. Panini Kanya Maha Vidyalaya Collection. 


Digitized by Arya Samaj Foundation Chennai and eGangotri 
AGRICULTURE AND RURAL DEVELOPMENT I 79 


speaking, a seed farm (each including a seed store) of 25 
acres or more was located in every community development 
block. By early 1961, 4000 seed farms had been set up; 
about 55 million acres of food crops are now covered with 
improved seeds. During the Third Plan 800 more will be 
set up and an additional seed store for every development 
block, making it possible to put about 150 million more 
acres under improved seed. 

Cultivation of hybrid corn (maize), on which pilot 
experiments have now been done, will be introduced on 2 
nation-wide scale for the first time during the Third Plan. 
About a fourth of all corn-growing areas will use hybrid seed 
by 1966. 

6. Plant protection: Pest and disease control agencies 
now operating in some of the States will be strengthened dur- 
ing the Third Plan. Hand-operated dusters and sprayers also 
need to be supplied. Coverage of about 50 million acres is 
the Third Plan target for plant protection. 

7. Farm prices ; If Indian farmers are to step up produc- 
tion, they must have full confidence that their crops will bring 
a good enough price to pay for the effort and investment 
expended. Over the past, fluctuating prices on certain farm 
products have clearly affected production. Jute prices, for 
example, fell in 1958 and production dropped in the follow- 
ing years. To stimulate production India will assure mini- 
mum prices for important foodgrains and commercial crops 
such as cotton, oilseeds and jute. The aim is to set prices 
well in advance of the sowing season, relate the prices fo: 
India's production needs, and avoid too great a spread 
between floor and ceiling prices. 

Storage facilities to ease movement of grains and help 
stabilize prices are essential National grain storage capa- 
city is to be increased from 2.5 to 5 million tons. Tn the 
villages, many small storage facilities—to hold in all about 
2 million tons of grain—will be set up. 
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WORKING AT THE VILLAGE LEVEL 

In the end, it is only in the villages and in farmer’s fields 
where the new and bigger crops will be produced. The real 
problem then is to organize all efforts and services down to 
the village and farm level. 

To get the highest possible production, it is now realized 
that there should be a farm production plan not only for 
each individual farm but for each village as a whole. Many 
villages in India have only as much land under cultivation as 
a single good-sized farm in the U.S. The village plan should 
include full use of irrigation, arrangements for providing 
improved seeds and organic and green manures, and for dis- 
tribution of fertilizers. The village panchayat and the local 
cooperative, with the help of the national extension (commu- 
nity development) services must help each village and each 
family develop these production plans. They must also 
organize efficiently at the village level, the supplies, services, 
farm management advice and technical assistance needed by 
the farmers, and see that there is farm credit available for 
“each family to buy the seeds and fertilizers needed to make 
the plans work. Although only selected families may try 
farm planning at first, eventually every single farm family 
must be drawn in. 


-INTENSIVE AGRICULTURAL DISTRICT PROGRAMME 

As in most other countries, there are in India certain 
sareas where, largely on account of the availability of irriga- 
tion and assured rainfall, growing conditions are especially 
"favourable. These areas now produce a very large share of 
the nation's supply of foodgrains, especially of wheat and rice. 
An intensive drive to increase production in some of these 
«promising "bread-basket" areas has already been started, and 
"will be strongly emphasized over the Third Plan. To begin 
with, one district has been selected in each State. In these 
-districts a concentrated effort will be made to organize village 
-and farm production plans which will involve all agricultural 
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families, and to provide the agricultural supplies, credit and 
technical assistance essential to an intensive production- 
effort. 

The programme will emphasize and encourage farmers- 
to use not one but all of the improved farming methods. 
known to be valuable in increasing food production, especial- 
ly irrigation techniques, improved seeds and farm implements. 
and adequate fertilizers and pesticides. Liberal farm credit. 
is being provided so that farmers can afford to adopt the- 
necessary improvements. 

The Intensive Agricultural District Programme, as the- 
project is called, includes additional farm extension staff at. 
the district, block and village level. The additional block. 
level staff includes specialists trained in crop improvement, 
farm management, soils and fertility, plant protection and 
water use. In the villages additional village level workers. 
are being added so that more intensive effort can be made: 
with individual cultivators to develop farm plans and intro-- 
duce better methods of cultivation and farm management. 


2. COMMUNITY DEVELOPMENT 


Since it began eight years ago, India’s nation-wide farm: 
extension and community development programme—the- 
largest of its kind in the world—has been started in over 
3100 development “blocks” of some 100 villages each. It 
now reaches about 370,000 villages, or over half of all the 
village people in India; by October 1963 it will cover the- 
entire country. 

The movement is intended to be the spearhead of deve- 

lopment and advance for India’s rural millions. Every 
"block? is selected as an area of intensive development in: 
which all agencies of the Government work together as a 
team, in collaboration with the village leaders represented in: 
village, block and district councils, and with local coopera- 
tives. In each block there is a team of farm extension officers 
and from 10 to 12 trained village level extension workers who: 
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live and work directly in the villages. The movement seeks 
to reach every family in each village and encourage the 
entire community to join in mutual efforts for self-improve- 
ment. 

Over the past five years several important changes have 
taken place in the character of the community development 
movement. Its activities in the villages have now been fully 
merged with the farm extension service, and more and more 
the development "block" of 100 villages is being considered 
as an administrative and planning unit for each area in an 
integrated programme with the district. 

Perhaps the most significant change is the placing of far 
greater responsibility for local development directly on Jocally 
elected councils of villagers at the district, block and village 
levels and the broadening of the concept of rural extension 
to include the stimulation and use of these democratic bodies 
for planning and carrying out development programmes. 

The Third Plan provides $617 million (Rs. 294 crores) 
for community development, and $59 million (Rs. 28 crores) 
for panchayats (elected village councils). Many special 
studies made of the programme, as well as continual evalua- 
tion of how it has worked out, have thrown useful light on 
the direction this nation-wide programme should take over 
the Third Plan and future years to contribute most to the 
tural people and the nation. i 


"CONCENTRATION ON AGRICULTURE 

The community development movement was conceived 
from. the beginning as one touching on all aspects of rural 
life. The growth of agricultural production is of such criti- 
cal importance, and so basic to the solution of other rural 
problems, that the principal test today for the community 
development movement is its real effectiveness as an agricul- 
tural extension agency. It is strongly felt that the commu- 
nity development organization must over these next years 
take all steps necessary to concentrate on and strengthen its 
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agricultural extension work and to accept responsibility for 
achieving the targets of agricultural production, on the basis 
of the widest possible participation by local communities. 
The village level extension workers are expected to devote 
most of their time and energy to agriculture and cooperatives 
and to strengthening village participation and panchayats. 
At the same time, State Agriculture Departments have to 
assure that the supplies, trained manpower and other 
resources needed are actually available in the villages. 


DEVELOPMENT OF VILLAGE PRODUCTION PLANS 


Many villages, as just noted, have only as much land 
under cultivation as a good-sized single farm in the U.S., and 
there is much to be gained in developing a coordinated plan 
of farm improvement for the village as a whole as well as for 
the small individual farms. The community development and 
farm extension agency has a key role to play in preparing 
village production plans to increase crop yields. Without 
such a village plan it will not be possible for the extension 
workers to reach all the farmers in the village or to get their 
full participation in adopting new farming methods and 
implements. 

The proposal to draw up village plans was made a few 
years ago, but so far they have not become a common 
method of working towards farm improvement. To make a 
plan effective involves supply of credit, fertilizers, improved 
seeds, assistance for plant protection, minor irrigation, etc., 
for all participating farmers. It also means that the entire 
community or groups of cultivators should join in such work 
as the digging of field irrigation channels and village tanks, 
contour bunding, planting village fuel-wood trees, etc. For 
guiding this work technical assistance will be necessary. 

To prepare village plans well, and get popular support 
in drawing them up and carrying them out, and to provide 
the necessary farm supplies, credit and technical assistance 
in an efficient organized way, is by far the most important 
task of the extension service over the Third Plan. 
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THE “BLOCK” As A UNIT FOR PLANNING AND DEVELOPMENT 


Drawing up plans for each community development 
“block” (roughly 100 villages) has become increasingly im- 
portant as India tries to nike a greater impact on living 
standards and employment in rural areas. Block plans can 
be a valuable means of discovering what the needs of each 
block area are, what funds, technical assistance and local 
cooperation are required to meet them, and how the various 
development programmes agreed upon for the block can be 
carried out. They are also important to coordinate all the 
special programmes and funds from various departments 
(such as welfare funds) in addition to the community deve- 
lopment funds, now designed to reach the blocks and villages, 
and to stimulate and coordinate rural public works pro- 
grammes for each area. 

Block plans should include proposals for developing, on 
a block-wide basis, farm cooperatives, village industries, ele- 
mentary education (especially school buildings to be built 
with local help), safe drinking water supplies and roads, as 
well as public work programmes for local manpower. Most 
of the work to be done under the block plans requires strong 
extension support and technical assistance. This re-empha- 
sizes the need of the community development.programme to 
concentrate on extension work, with the support and guid- 
ance of district specialists and the populatly elected bodies at 
district, block and village levels. 


“PANCHAYATI RAJ” AND COMMUNITY DEVELOPMENT 

In early 1958, as a result of many studies of the commu- 
nity development programme, it was agreed that the adminis- 
tration of community development should be “decentralized” 
and democratized in order to enlist more active and direct 
participation of the village people. Under this new proposal, 
responsibility for development work in the villages is placed 
on a three-tiered system of elected local bodies—the pancha- 
yats or village councils at the village level, a panchayat 
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Just as each village is to have a Panchayat, it is also to have a 
co-operative providing credit, fertilizers, seed, marketing services 
and technical advice, A farmer is seen getting his supply of superior 
grain. 
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Special efforts are being made to provide three basic amenities 
to each village—drinking water, a road linking it to the nearest 
highway op railway station. padinschogh huildingayathereiecGollect- 
ing water in shining brass pots are housewives of a village in the 
Rohtak district, Punjab. 


More of India's 560,000 villages now have paved streets, drain- 
age, school buildings and playgrounds. Seen above is a street in 
Dulley, a village in the Ludhiana district of the Punjab. 
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One of the most far-reaching developments in Independent 
India is Panchayati Raj, under which elected councils of villagers 
are invested with large powers for the administration of the villages. 
Residents of a village in Rajasthan are seen discussing the problems 
of their village, 
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samiti at block level made up usually of the elected heads of 
the village panchayats, and a zila parishad at the district level 
made up of the elected heads of all the block samitis in the 
district. The system is called Panchayati Raj or “rule of 
the panchayats" and constitutes a far-reaching change in the 
structure of local administration and rural development in 
India. Its chief purpose is to involve all the people in the 
rural areas to work for their own development. 

The exact form of Panchayati Raj is determined by each 
State. Seven States have already enacted legislation for estab- 
lishing such. democratic elected bodies at the district and 
block level, in addition to the panchayats in the villages. 
Other States are considering similar legislation. 

Panchayati Raj has considerable significance for commu- 
nity development. Its great potentialities lie in the fact that, 
under the guidance and supervision of the State Governments, 
the final responsibility for carrying out rural development will 
fall more and more on the people themselves through their 
elected local representatives. One of the principal tasks 
over the next five years is to assure that Panchayati Raj insti- 
tutions grow and work in such a way that they produce the 
fastest and fullest development of their area and its people. 

Panchayats, councils of village elders, are an old institu- 
tion in India, but popularly elected bodies charged with the 
job of developing their. villages, for the benefit of all groups 
in the village, are a relatively new concept. The new system, 
begun in a few States only two years ago, has not been 
working long enough as yet for a thorough appraisal. There 
are, however, certain problems that may arise and will need. 


` to be met. 


i One conclusion already reached, for instance, is that the 
. greatest stress and attention must be put on the village pan- 

chayats and town meetings (gram sabhas) of the entire 
village population, at the same time that the block level and 
district bodies are being evolved. It is at the village level 
where people's cooperation and participation are most needed 
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and can contribute most. Another point of concern is the 
relationship between popular officials and extension officers 
and block staff. Here a new tradition has to grow up, one 
that preserves the values of democracy as well as the effec- 
tiveness of official technical help and guidance. To make 
the relationship most fruitful, the functions and powers of 
each of the democratic bodies and its elected officers, as well 
as the executive and extension duties of the block and district 
technical staff, should be clearly defined, so that there will be 
no confusion of duties or lines of responsibility between elect- 
ed officials and technical men, and so that the technical help 
and experience of district officers are used to the full. 

The chief responsibility of the locally elected panchayat 
and samiti leaders should be to stimulate popular participa- 
tion in development programmes, encourage and assist co- 
Operatives and panchayats in their work, and help organize 
programmes beneficial to the village as a whole, especially 
those using rural manpower. The main emphasis should be 
on increasing crop yields through village and block produc- 
tion plans and getting local people to participate in these 
plans. ` 

Panchayat samitis and panchayats and the community 
development programme as a whole must also today give 
special attention to raising the living standards and opportu- 
nities of the less privileged groups. in the villages while 
stimulating the development of the rural area as a whole. 
This is a problem of particular importance in rural India 
where inequalities of the past—in land-ownership, wealth 
and social status— persist. 


3. DEVELOPMENT OF RURAL COOPERATIVES 
While India hopes to strengthen the cooperative move- 
ment throughout its economy, cooperation is felt to be parti- 
cularly important in the rural areas, to raise farm production, 
expand rural employment and assure all members of a village 
of their basic needs. India hopes, therefore, to build up village 
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cooperatives which will form. an integral part of a progressive 
rural economy and which will increasingly take over the 
functions of production, marketing, processing and distribu- 
tion. 

As India sees it, and under a policy agreed upon by the 
National Development Council, responsibility and initiative 
for the social and economic development of the village rests 
equally on the village cooperative and the village panchayat. 
Programmes for development of rural cooperatives over the 
Third Plan have been worked out in terms of this policy. 

One of the key proposals is that the primary functions of 
the village cooperative are to provide short and medium- 
term credit, to supply agricultural and other production 
requirements such as fertilizers, improved seeds and imple- 
ments, and to handle the marketing of farm produce. 
Granting of farm credit is to be linked closely with pro- 
grammes for increasing farm production so that each farm 
family should be able to secure the necessary credit for 
obtaining supplies of fertilizers, improved seeds and imple- 
ments, etc. The Third Plan has provided $168 million 
(Rs. 80 crores), about twice as much as the Second Plan, for 
development of cooperatives of all types. 


COOPERATIVE CREDIT 


The number of rural cooperative societies, their member- 
ship and the total amount of credit advanced have increased 
very rapidly over the past ten years. By April, 1961, the 
end of the Second Plan, there were about 210,000 primary 
agricultural societies (more than double tlie number of ten 
years earlier) with total membership of about 17 million 
(over four times more). About $420 million (Rs. 200 
crores) of credit, over eight times the average of ten years 
ago, has been advanced. In all, cooperatives are now serv- 
ing about a fourth of agricultural families. Progress as 
between States has, however, not been even. Further, in 
a number of States, the overdues in the primary societies are 
high and some of the cooperatives are weak or inactive. 
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The Third Plan targets are to strengthen existing societies 
and increase the total number so that they may include a 
membership of 37 million, or about 60 per cent of all farm 
families. The farm credit advanced by the societies will be 
more than tripled, to about $1113 million (Rs. 530 crores) 
of short and medium-term loans, and $315 million (Rs. 150 
crores) of long-term loans (loans outstanding). 

It has.been agreed that, as a general rule, primary co- 
operatives should be organized to serve a single village. 
However, a cooperative must be economically viable, that is, 
big enough to meet its own expenses without reliance on 
government assistance except for a limited period. 

Where villages are too small to form a viable coopera- 
tive, it is hoped that nearby villages will join to form a single 
cooperative. But in doing so, the society should retain the 
essential characteristics of cooperation—voluntary member- 
ship, close contact, social cohesion and mutual obligation. 
With this end in view, the maximum population to be served 
by a society has been set at about 3000 people (about 500 
farm families), with the villages served by a society no more 
than three or four miles from the headquarters village. 

A very important concern today is to assure that the 
village cooperatives pursue liberal credit policies, so that even 
very small marginal farmers and landless tenants may get 
credit to buy fertilizers, improved seeds and adopt better farm 
practices. Such small farmérs and tenants have not previously 
been considered "credit-worthy". 

In order to -provide additional borrowing power to the 
cooperatives and enable them to follow a liberal credit policy, 
some government participation in the share capital, for a 
period of five to eight years, will be made available to each 
cooperative if three-fifths of its members so desire. Normally 
the government contribution will be given indirectly through 
apex and central banks. 

A significant new proposal is that outright government 
grants will be made to provide a special “bad debt reserve", 
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which will induce cooperatives to advance loans to the margi- 
nal farmers and landless tenants who need credit if they are 
to step up crop yields. These grants will be given to primary 
cooperatives and central banks for covering any losses on 
these loans. Continuation of the grants will depend on 
whether farmers who were once unable to get credit do in 
fact receive the necessary help. 

The Reserve Bank of India has played an important part 
in building up the cooperative movement over the last ten 
years, through supervising financial institutions, making loans 
to States and cooperative banks. To provide more funds for 
long-term loans, an Agricultural Development Finance Cor- 
poration is being considered by the Reserve Bank, in consul- 
tation with the government. The loans would be available 
for long-term farm improvement which can raise production. 


COOPERATIVE MARKETING 

Marketing cooperatives have an important part to play 
in helping farmers sell their produce at a favourable price, 
and also to provide them with basic farm supplies. By early 
1961, there were about 1870 cooperative marketing societies 
already established, most of which have their own storage 
facilities. The volume of business they handle, however, 1s 
still relatively small. The main effort in the Third Plan is 
to place these marketing societies on a sound basis, and 
to set up societies in areas not as yet provided with coopera- 
tive marketing facilities. About 600 additional marketing 
societies and nearly 1000 more storage warehouses will be 
set up. About 4100 smaller grain storage godowns have 
already been set up in rural areas on a cooperative basis and 
another 9200 will be put up during the Third Plan. 


COOPERATIVE PROCESSING UNITS ; 

There was considerable growth in cooperative processing, 
especially in the sugar industry, cotton ginning and pressing 
over the last five years. By early 1961, there were 30 
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cooperative sugar factories producing about half a million 
tons. Eleven more factories are already licensed and are being 
set up. For the Third Plan, the target is 25 new sugar coopera- 
tives. A good start has been made on other types of co- 
operative processing units—for rice, cotton, jute, groundnuts, 
fruits, etc. There are about 380 of these today and it is 
hoped that as many as 780 more such units may be set up 
over the Third Plan. With the rise in farm production there 
should be considerable scope for such processing plants and 
more and more of them are to be organized cooperatively. 


CONSUMERS' COOPERATIVES 

Consumers’ cooperatives had developed successfully in 
some States during the war and the post-war period under 
the stimulus of price control and rationing of foodgrains and 
other essential goods. Where controls were dropped, these 
cooperatives had a setback. For example, of the 7168 or 
so primary stores existing in 1959-60, less than a third were 
operating at a profit. The Third Plan programme tentatively 
is to assist 2200 primary stores and 50 wholesale stores and 
strengthen existing stores, but the proposal is under review. 
There is considerable scope for consumers' cooperatives in 
the cities. In rural areas distribution of essential supplies 
can be largely handled by the primary service cooperatives 
in the villages. 


COOPERATIVE FARMING 

With the growth of population, the shortage of land and 
the need for a rapid step-up in farm production, India feels 
it important to intensify efforts to develop cooperative farm- 
ing on a voluntary basis throughout the country. On the 
whole, cooperation in farming has to grow out of general 
rural progress under the community development movement, 
out of the progress made by rural cooperatives in credit, 
marketing, supplies and processing, out of the growth of 
rural industry and the fulfilment of land reforms. Coopera- 
tive farming can make a significant contribution only if it 
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develops as a popular and widespread movement under 
genuine local leadership. 

In the general pattern of organization proposed for co- 
operative farming, the most important principle, and one 
nationally agreed upon, is that cooperative farming is a volun- 
tary movement. No question arises of compelling any culti- 
vator to join a cooperative farming society. 

The progress of cooperative farming will depend largely 
on successful local experience gained in different parts of 
India. For this purpose pilot experiments are being started 
all over the country and personnel are now being trained to 
work in these projects. In the first year of the Third Plan, 
about 65 districts have been selected for pilot experiments 
throughout India. Eventually it is hoped to start pilot pro- 
jects in each of India’s 320 districts, with an average of about 
ten cooperative farms per district. These are to be started 
chiefly in community development “blocks” where the co- 
operative movement and local leadership have made good 
headway. 

The National Cooperative Farming Advisory Board has 
been established to promote the growth of cooperative farm- 
ing. No maximum size of farm has been proposed, although 
individual States may set certain minimum standards for 
providing assistance. Members of cooperative farms are 
expected to pool their land, work it in common and get a 
return commensurate with the amount of their land and 
labour contributed. Up to $840 (Rs. 4000) per farm will 
be given by the State for use as medium and short-term 
loans, plus other small loans and grants for management 
needs and certain facilities (grain storage, cattle-sheds, etc.). 

Apart from the programme of pilot experiments, no 
specific target for cooperative farms has yet been Jaid down. 
As experience is gained from the pilot projects and from 
other cooperative farms being undertaken on a voluntary 
basis, more definite targets will become possible. In addition 
to such State funds as will be provided for pilot projects in 
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the States, the Central Government has allotted $13 million 
(Rs. 6 crores) for assisting other cooperative farming socie- 
ties and more funds will be made available as progress is 
made. 


COOPERATIVE TRAINING 

Successful management and operation of cooperatives of . 
any kind depends to a considerable extent on trained per- 
sonnel and widespread education of the members in the bene- 
fits and responsibility of cooperation. Arrangements have 
been made during the past years for training some 540 senior 
personnel, over 3400 intermediate and block level coopera- 
tive workers, and 34,000 junior personnel of cooperative 
institutions and agencies. Special courses have trained 382 
men in land mortgage banking and over 1250 in marketing. 
State and national cooperative organizations have given short- 
course training at camps organized in the villages, to over 
768,000 rural people including local cooperative officials and 
managers as well as regular members. A cooperative train- 
ing college, 13 regional institutions and 62 State level insti- 
tutes are already functioning. 


4. LIVESTOCK, DAIRYING AND FISHERIES 


Improving India's livestock, producing more dairy pro- 
ducts and stepping up fishing yields are essential to increase 
rural incomes and provide more nutritious foods for people 
in city and village. India hopes to develop more of what 
it calls “mixed farming"—raising livestock as well as crops— 
to provide assured year-round farm incomes and make more 
milk, eggs, fish and meat available. Moreover, wool from 
Indian sheep and fish from Indian shores are already valu- 
able exports which can be stepped up still further to earn 
more foreign exchange. 

The Third Plan allocates $250 million (Rs. 119 crores) 
for livestock, dairying and fisheries programmes. 
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LIVESTOCK AND CATTLE BREEDING 


A 1956 Census showed that India has 200 million cattle 
or about a fourth of the total cattle population of the world. 
45 million of these cattle are buffaloes used chiefly for milk 
production and to a certain extent for rice cultivation. Bul- 
lock is the main draft animal of India. Bullocks turn irriga- 
tion wheels, transport people and goods as well as do almost 
all agricultural work*. 

In its effort to improve India’s cattle wealth and yields, 
India has three main aims: to develop better breeds, espe- 
cially a “dual-purpose” breed good both for draft purposes 
as well as milk production; to provide more livestock fodder 
and feeds; and to control cattle diseases. 

The chief programme for better breeding is carried out 
in what are called “key village” areas where intensive cattle 
development work is done. The programme includes mass 
castration of scrub bulls, providing pedigree bulls for natu- 
ral service, artificial insemination centres and veterinary 
facilities. The First and Second Plans introduced nearly 300 
“key village" projects. There are expected to be 71 more 
by the end of the Third Plan. Over the Third Plan, to make 
these key village schemes more effective, the special effort 
will be to provide more breeding bulls, launch a mass cas- 
tration programme for the large number of unproductive 
cattle (at least 20 million in India as a whole) and develop 
more fodder and feed resources. In addition, the number of 
veterinary hospitals and dispensaries, now totalling 4000, 
will be doubled and will be available in all community deve- 
lopment blocks. 

A nation-wide campaign to eradicate rinderpest, one of 
the most serious cattle diseases, was started on a pilot basis 

‘in 1954. By early 1961, it had reached about 90 million 
_cattle and buffaloes. Another 41 million cattle will be 


*Cattle dung is also second only to coal as the most important fuel in 
India. i 


~ 
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vaccinated during the Third Plan to give complete nation- 
wide protection. 

Other programmes will include improved cattle market- 
ing services, segregation of useless cattle, proper collec- 
tion and treatment of hides which have a high export value, 
training and research on breeding. 


DAIRYING AND MILK SUPPLY 

India has only a small organized dairy industry and is 
short on all dairy products. This shortage is being increas- 
ingly felt as incomes rise and city populations swell. 

Over the past ten years and especially during the Second 
Plan period, India has started sanitary milk supply projects 
in many cities. There are seven large city “milk schemes" 
operating today, as well as some pilot projects; 28 more pro- 
jects are in varying stages of completion. Rural creameries, 
cheese factories and plants to produce infant food and other 
milk products were begun, although the shortage of foreign 
exchange for the necessary machinery delayed the programme 
as a whole. 

During the Third Plan it is proposed to start about 55 
more milk supply schemes in cities with a population over 
100,000 and in new industrial townships; and to set up 
about eight more rural creameries, four milk product plants 
and two cheese factories, in addition to. the few begun in 
the Second Plan. 

The dairy programme will be linked with the economy 
of the surrounding villages and will, it is hoped, help deve- 
lop “dual-purpose” breeds of cattle as well as replace the 
present unsatisfactory condition of the milk trade. The sys- 
tem of rural milk production will be linked with urban mar- 
ae and organized through cooperatives wherever pos- . 
sible. : 


SHEEP AND WooL DEVELOPMENT 


_ Next to cattle, sheep are the most important livestock 
in the country. They number about 39 million and the total 
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production of wool at present is about 72 million Ib per 
year, mostly of the carpet type. Nearly half of this wool is 
exported; yet at the same time the country imports about 
15 to 17 million Ib of finer grade wool. To increase yields 
and improve the quality of domestic wool, 15 sheep breeding 
farms and 300 extension centres are being established; 2000 
to 2500 superior rams will be supplied to shepherds to up- 
grade local stock; and improved methods of shearing, grad- 
ing and other improved practices are being demonstrated. 

It is expected that by the end of the Third Plan wool 
production can be raised to about 90 million Ib and wool 
exports reach about $44 million (Rs. 21 crores). 


POULTRY DEVELOPMENT 

India has no organized poultry industry, although the 
demand for eggs and poultry is rising. Poultry development 
is being stressed as a useful side occupation for rural people 
to help raise rural incomes and add to the supply of nutri- 
tious foods. As a result of the breeding and extension pro- 
grammes now underway and to be carried on during the 
Third Plan, it is believed possible to increase average egg 
production per hen from 60 to 70 a year, and to produce 
about 65 million table birds a year. 


FISHERIES 
India has abundant potential supplies of fish, from its 
3000 miles of coastline, its broad continental shelf, deep sea 
- fishing and a large number of great rivers, bays and gulfs. 
Considerable development of fisheries has taken place over 
the last five years, not only-to increase fish yields but also to 
improve the lot of fishermen, who have long been poor, 
- backward and neglected. 
Mechanization of fishing craft, developed to replace the 
_ crude boats of limited range long used by India’s fishermen, 
has made considerable progress in the States of Maharashtra, 
Kerala, Mysore and Madras. Mechanization has also been 
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carried on in Andhra Pradesh and Orissa. About 1800 boats 
have been mechanized over the First and Second Plans. 
During the Third Plan, about 4000 more boats will be 
mechanized. Special emphasis is to be given to exploration 
of new fishing grounds, cooperative marketing and develop- 
ment of refrigerated rail cars and insulated road trucks. 

The production of fish, which was estimated at 1 million 
tons at the end of the First Plan, is expected to increase to 
1.4 million tons by 1960-61 and to 1.8 million tons by 
1965-66. Nearly two-thirds of the increased fish catch dur- 
ing the Third Plan is likely to come from marine fisheries. 
About $25 million (Rs. 12 crores) worth of fish (chiefly 
shrimps and prawns) is expected to be exported, or double 
the present amount. 


5. IRRIGATION 

To assure bigger crops and a steady, constant rise in 
farm production and farm incomes, irrigation is a necessity 

in India. The only rains are the seasonal monsoons, com- 
ing once or twice a year, and these are often undependable. 
A scanty monsoon can cut in half, or virtually destroy, the 
chief harvest of the year. 

With irrigation, however, not only is the main harvest 
assured, but in India’s warm climate, two and sometimes 
three good crops a year are possible. The areas with assur- 
ed irrigation in addition to assured rainfall are those which 
produce the largest annual yields. 

Irrigation has, therefore, been practised for centuries 
and has been among the most significant fields of develop- 
ment since the beginning of India’s First Plan, in helping to 
rebuild the agricultural economy. 

In 1951, the beginning of the First Plan, the area irri- 
gated from all sources was 51.5 million acres—about a sixth 
of all farm land. By the end of the Second Plan, an esti- 
mated 70 million acres was under irrigation. 

In the Third Plan irrigation will have an even higher 
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priority than in the first two Plans. The target is 90 million 
acres under irrigation—to cover about 50 per cent of the 
land which is believed to be irrigable eventually. A very 
sizable part of the targeted increase in farm production over 
the Third Plan is expected to come from the more widespread 
use of irrigation together with fertilizers. 

India has considerable river water for irrigation, much 
of it even now unharnessed. By the end of the Third Five 
Year Plan, it is hoped to use about 36 per cent of the usable 
flow, or more than double as much as in 1951. There are 
also considerable ground water supplies available. 

One of India's goals is to put a progressively larger and 
larger part of the irrigated area under permanent first-class 
irrigation systems. Another is to develop to the full the possi- 
bilities of minor” irrigation works—wells and small local ` 
reservoirs or “tanks”, which can catch and hold the monsoon 
rains. Another important goal is to speed up the use of 
available irrigation by teaching “wet cultivation” methods to 
farmers accustomed to dry farming, by encouraging double 
and even triple cropping, and by constructing field channels 
more promptly. 


WHAT WAS DONE IN THE FIRST AND SECOND PLANS 


Over the past decade, the major emphasis was on large 
and medium* irrigation and multipurpose river valley pro- 
jects. On completion, these will provide an irrigation poten- 
tial** of 38 million acres, at a total cost of about $2940 
million. Although shortages, especially over the last five years, 
of foreign exchange, of essential construction materials and 
equipment, and also of technically trained personnel have 


*Irrigation projects costing more than $10:5 million (Rs. 5 crores) are 
classed as major schemes, and those costing roughly between $ 200,000 and 
$ 10-5 million as medium schemes. Schemes costing less than $ 200,000 are 
classed as minor schemes, provided they do not form part of any existing 
major or medium schemes. 


**Irrigation potential is the area which can be irrigated with the water made 
available at channel outlets. 
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held back their rapid- completion and only half the allotted 
funds have been spent, these large projects have already 
provided an irrigation potential of about 13 million acres. 
Another 14 million acres of potential is expected over the 
Third Plan as construction on these projects continues. 

In addition to these larger irrigation projects, there has 
been, over the past decade, considerable emphasis on build- 
ing wells, tanks and other minor irrigation works under the 
community development and agricultural programmes. 

The progress in irrigation,: over the last decade—and the 
progress expected over the Third Plan—is shown here : 


PROGRESS IN IRRIGATION 
(net area irrigated, in millions of acres) 
1950-51 1955-56 1960-61 1965-66 


From major and me- 


dium projects vs 22 24-9 31 42:5 
From wells, tanks and 
minor irrigation 
works 5t s 29-5 31:3 39 47:5 
TOTAL .. 51-5 56:2 70 90 
million million ` million million 
acres acres acres acres 


PROGRAMMES FOR THE THIRD PLAN 

For major and medium irrigation projects including 
flood control schemes, the Third Plan has allotted $1388 
million (Rs. 661 crores). Another $525 million (Rs. 250 
crores) will be spent for minor irrigation works under the 
agriculture and community development programmes. Tak- 
ing these together, irrigation is thus one of the principal 
investments to be made over the Third Plan period—claim- 
ing a total of Rs. 911 crores*, about $1913 million, or 


*The total Third Plan allotment for irrigation is to be spent as follows : 
1 e 
$ million __Rs. crores 
Major and medium ‘projects carried over 


from Second Plan .. e 916 436 
New projects .. . .. gc xs SHE 344 164 
Flood control, drainage, anti-waterlogging 128 61 
Minor irrigation works 2 za 525. 250 

Total " $1913 Rs. 911 


million crores 


C€C-0.In Public Domain. Panini Kanya Maha Vidyalaya Collection. 


AGRICULTURE AND. RURAL” DEVELOPMENT" 199 


about 9 per cent of the total investment to be made during 
the Plan. 

Apart from minor irrigation, a large part of the amount 
allocated to major and medium irrigation will go to speed- 
ing completion of projects taken up in the First and Second 
Plans. The target is an irrigation potential of another 14 
million acres, which will bring the total to about two-thirds 
of what can be expected on completion of these projects. 
Few new large-scale projects are to be started. There will 
however be a number of new medium sized projects, as well 
as certain new special projects which have to be undertaken, 
such as storage schemes on River Beas in the Punjab as 
a result of the Indus Basin settlement. 

Waterlogging in certain parts of the country, particu- 
larly in the Punjab, has become serious. To prevent deterio- 
ration of irrigated areas, anti-waterlogging measures, such 
as drains, lining of irrigation channels, pumping of sub- 
soil water to depress the ground-water table, etc., are to be 
taken up in the Third Plan on an extensive scale. Similarly, 
anti-sea-erosion measures in certain coastal reaches, such as 
Kerala, need attention. Fairly sizable funds have been 
proposed for flood control, drainage and anti-waterlogging 
programmes to benefit in all about 5 million acres of. land; 
and for anti-sea-erosion works protecting 25 miles of sea 


coast. 


MINOR IRRIGATION 

The $525 million (Rs. 250 crores) Third Plan programme 
for small irrigation works will in itself be one of the larger 
investment programmes of the Third Plan. The chief advan- 
tages of these minor irrigation schemes are that they can 
be built rather quickly, cost relatively little, and deliver 
water very soon after construction. They can also be built 
largely by local individual initiative and by use of local 
‘labour and materials. The possibilities of minor irrigation 
care also increasing with the spread of rural electrification. 
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Pump irrigation is growing rapidly and has indeed become 
one of the main uses of electricity. 

A. widespread programme of small irrigation systems 
requires, however, considerable study of water resources, 
administrative organization, and a regularized system of 
maintenance to prevent deterioration, as well as 2 corps of 
technically trained men to develop and improve construc- 
tion methods and teach the economical use of water and wet 
farming techniques. 

During the Third Plan, efforts will be made to attack 
these problems. Altogether 8.5 million more acres (net) 
will be brought under irrigation through minor irrigation 
works by 1965-66. Eventually over 40 per cent of all of 
India's potentially irrigable lands are expected to be served 
by minor irrigation systems; and about 60 per cent by more 
permanent and assured major or medium irrigation projects. 


STIMULATING USE OF IRRIGATION FACILITIES 


Use of irrigation waters has been less than expected, 
partly because of delays in preparing field channels and 
partly because farmers in a traditional society need inten- 
sive education to shift from dry to wet farming methods. 
Out of the 13 million acres of irrigation potential provided 
at the end of the Second Plan from major and medium 
irrigation projects, for example, it is estimated that only 
about 10 million acres is actually being put to use by far- 
mers. Stimulating use of irrigation is essential and will 
involve coordinated efforts by a number of government 
departments, such as Irrigation, Agriculture, Revenue, Com- 
munity Development, Cooperation, etc., working together 
with the people at the village level. 1 

With the large projects, the first objective is to syn- 
chronize construction of headworks, canals, distributaries, 
water-courses and field channels so as to ensure that as far 
as possible the irrigation waters can be passed down to the 
cultivators’ fields about the same time as they become avail- 
able at the headworks. 
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Second, to begin education of the farmer, community 
development "blocks" are being set up over the entire area 
to be served by an irrigation project as soon as possible 
after a project has been sanctioned. 

Other developmental activities have to be carried out 
simultaneously. These include soil surveys; preparation of 
village maps showing proper alignment of field channels to 
guide the villagers; setting up of experimental farms for 
determining and evolving new cropping patterns, and for 
research and demonstration of scientific irrigation practices, 
particularly of the economical and effective use of water; 
and advance planning for the supply of improved seeds and 
fertilizers, credit, etc., required by more intensive "wet" 
farming. 

Similar education and supply programmes and technical 
guidance as well as careful maintenance systems are neces- 
sary to make the most of minor irrigation works as well. 


FINANCIAL. RETURNS 

Irrigation projects constructed in recent years and those 
under construction at present are much more expensive than 
those built in the past, partly on account of higher costs 
of labour and material and partly on account of the more 
difficult and therefore more expensive means of making 
water supplies available. For this reason, and also because 
of the increased cost of maintenance and operation of both 
old and new projects, irrigation systems do not always yield 
an adequate return. Most of them are working at a loss. 

In addition to stimulating wider use of irrigation, the 
urgent steps that must be taken for improving financial 
returns are: 

(1) Revision of water rates and introduction of a com- 
pulsory water tax : Existing water rates in most States are 
relatively low. While there has been considerable increase 
in the value of crops produced as a result of irrigation, and 
maintenance costs have also greatly increased, theré has 


CC-0.In Public Domain. Panini Kanya Maha Vidyalaya Collection. 


Digitized by Arya Samaj Foundation C i ; 
202 TOWARDS A SELF-RELI que go 


not been a corresponding increase in the water rates. These 
therefore need to be revised upward so that, outside of 
water scarcity areas, irrigation Systems do not operate at 
a loss. 

Further, in States where water charges are optional, 
there is need for a compulsory water tax levied on the entire 
area for which irrigation facilities are provided, whether 
water is taken by cultivators or not. This will also help 
induce cultivators to make use of water and will promote 
increased crop yields. 

(2) Recovery of a betterment levy : Legislation for “bet- 
terment levy” has already been passed in most of the States. 
Enforcement presents many administrative problems, and 
so far only a small proportion of the expected revenues 
has been collected. Promoting the necessary legislation in 
the remaining States and enforcing it where it has already 
been passed are essential steps to be taken in the Third 


Plan. 


INVESTIGATION, RESEARCH AND TECHNICAL PERSONNEL 

River valley projects require elaborate investigation. 
To ensure continuity in the development of water resources, 
the projects and the areas to be benefited by them have to 
be determined and basic engineering surveys carried out 
in advance. Special investigation units have already been 
set up in almost all the States. The Third Plan will enlarge 
the programme of irrigation research, and also expand 
training facilities for the large numbers of technical per- 
sonnel needed for irrigation works, both engineers and 
agriculture extension specialists trained in irrigation and wet 
farming techniques. 


6. SOIL CONSERVATION AND FORESTRY 
Soi, CONSERVATION 
However much irrigation may spread in India, a large 
area—some 150 million acres or more—will be left on which 
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increased crop yields have to be obtained mainly through 
contour bunding, soil conservation and dry farming techni- 
ques. The need for soil conservation was emphasized during 
the First Plan, when it was estimated that as much as a 
fourth of India's land surface was being eroded by water 
and wind. 

Demonstration of dry farming techniques has been 
recently started and about 2 million acres of agricul- 


tural lands have benefited from soil conservation measures 
undertaken during the Second Plan. Experiments in certain 
soils indicate that contour bunding can markedly increase 
crop yields. With increasing participation from the people 
the Third Plan will undertake soil conservation with contour 
bunding over an area of 11 million acres and extend dry 
farming practices over an area of 22 million acres. For these 
and other conservation measures, the Third Plan allots $151 
million (Rs. 72 crores) as compared with $38 million in the 
Second Plan and only $3.4 million in the First. 

River valleys: Reforestation of catchment areas of 
rivers and allied measures are essential, especially for pro- 
longing the life of storage reservoirs, moderating floods and 
avoiding erosion. 

The problem of reforestation is of special urgency in 
major river valley projects. Soil conservation work, includ- 
ing reforestation in the catchment areas of large river-valley 
projects, has, by the end of the Second Plan, been completed 
over an area of about 140,000 acres. During the Third 
Plan it will cover an area of 1 million additional acres. Pro- 
grammes for reclamation of ravine lands are also proposed. 

Alkaline and saline lands: About 12 million acres of 
irrigated Jands are threatened with the rise in subsoil water 
and development of alkaline and saline soils. Eight million 
acres are already affected enough to lower crop yields. As 
irrigation is extended, proper drainage arrangements are 
essential. Effective low-cost methods of reclaiming alkaline 
and saline lands are under experiment. 
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Desert lands: Continuous over-grazing of grasslands, 
indiscriminate cutting of trees and improper land use are the 
main factors which have led to formation of the desert in 
Rajasthan and similar areas in other States. Recent experi- 
mental work has shown that by proper management and care 
even under arid conditions, grasslands are rehabilitated 
quickly and a technical programme of grassland demonstra- 
tion and improvement has been taken up in Rajasthan. Dur- 
ing the Third Plan, it is proposed to carry out national 
reforestation and pasture development programmes over an 
area of about 100,000 acres. A Central Arid Zone Institute 
has been set up in Rajasthan (at Jodhpur) with the help of 
UNESCO to find ways of developing resources not only of 
the Rajasthan desert but all arid and semi-arid areas in India. 

Soil conservation legislation : 'To carry out contour bund- 
ing, soil conservation and other land improvement measures 
effectively, suitable legislation must be introduced in States 
where it does not already exist. The legislation should 
empower the State Government to frame schemes of, contour 
bunding for the basin of a river or a stream, or for a group 
of villages, and to carry out these programmes through the 
people who benefit with the support of the village panchayat 
or block panchayat samiti. 

Training : Special training is necessary for soil conser- 
vation and forestry work. In addition to the present training 
available, special short-term courses are being set up for 
agriculture and forestry officers as well as rural extension 
workers. 


FORESTRY 


Aside from the use of reforestation as a soil conservation 
measure, the object of India's forest policy is long-range 
development of forest resources and increased output through 
better techniques for timber extraction and wood preserva- 
tion and seasoning. India’s forests, which include a great 
deal of scrub jungle rather than forests, contribute less than 
1 per cent to its national income. 
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In working out forest development programmes for the 
Third and later Plans, India's economic needs have been 
specially considered. According to a recent timber trends 
study, supplies of all kinds of timber are likely to fall appre- 
ciably short of the demand over the next 15 years. Unless 
some remedies are adopted, by 1975, for example, India will 
be short of 100 million tons of firewood. Today, to supply 
fuel nearly 400 million tons of cow-dung (equivalent to 60 
million tons of firewood) is being burned annually instead of 
being used as manure. 

So great is India's need for fuel and commercial woods 
that the Third Plan has allocated $107 million (Rs. 51 
crores) to forest development as compared to $40 million 
(Rs. 19 crores) in the Second Plan. 

Among the programmes included in the Second Plan were 
new plantations of commercially important species, survey 
and demarcation of forest areas, rehabilitation of degraded 
forests, construction and improvement of roads in forest areas. 
Projects for the adoption of improved logging methods and 
seasoning plants were also carried on. Most of the pro- 
grammes, including rehabilitation of about 400,000 acres 
of degraded forests, and planting of 330,000 acres with 
industrial timber, have progressed well and will be continued 
over the Third Plan. 

The Third Plan has set itself some new targets, such as 
210,000 acres planted to teak, one of India's most valuable 
woods, 40,000 acres to bamboo, 60,000 acres to match- 
wood and 300,000 acres to fast-growing woods. Improved 
logging methods, setting up plants to use woodwaste, use of 
substitute materials, production of improved axes, saws and 
other logging tools are among other measures to be adopted. 
To meet the needs by 1975, surveys of the country's forest 
resources are to be carried out and a long-term programme 
of planting quick-growing species is to be drawn up. 

To improve the supply of fuel wood, conservation work 
and new plantings in the villages under the community 
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development extension programme need to be greatly ex- 
panded and accelerated. Planting of quick-growing fuel 
woods on 1.2 million acres is proposed over the Third Plan 
under farm forestry programme. 


7. LAND REFORM 

High on the list of reforms necessary when India became 
Independent was reform of the antiquated systems of land 
ownership which India had inherited out of its history and 
its past. Many of these systems, semi-feudal in character, 
were unjust and oppressive, demanding high rents from the 
farmers (as much as half the crop or more) and destroying 
the incentives to improve farms and farming methods. More- 
over, there were gross inequalities in land ownership. 

Long before Independence, therefore, land reform 
had been a major goal, and land reforms, to be carried out 
by peaceful means and with democratic support, have had 
an early part in India’s planning. These reforms have two 
main purposes. The first is to change those aspects of the 
antiquated land-ownership systems that clearly stood in the 
way of stepping up farm production. The second purpose, 
closely related, is to do away with exploitation and injustice 
and provide for the tiller of the soil some security and more 
equality of status and opportunity. 

The principal steps proposed were to abolish the old so- 
called “intermediary” or feudal “tax-farming” systems and to 
introduce reforms in tenant-farming, especially by reducing 
rents and giving tenants more security. 

Other measures were proposed to help reduce the 
inequalities in ownership of land—a policy essential in a 
country where land was and still is, for most of India’s 
people, the principal source of security, employment, wealth 
and even social status. While it was realized that no large 
amounts of surplus land were likely to be made available for 
redistribution, reducing inequalities was considered necessary 
for building up a progressive, cooperative rural economy. 
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At the same time, it was hoped that such redistribution of 
land as might be possible would, along with other measures, 
bring more equality of opportunity to the landless agricul- 
tural labourers who, with their families, number about 100 
million and are at the bottom of the social and economic 
ladder. 

As: the land reform programme is carried out, it is 
expected that the vast majority of cultivators in India will 
consist of small owners. They are, as we have just seen, 
to be encouraged and assisted in organizing themselves in 
voluntary cooperatives for credit, marketing, processing and 
distribution and, with their consent, progressively also for 
production. 

National proposals for land reform have been set out in 
the Five Year Plans as a broad common approach, to guide 
the States. Land legislation is however in the hands of the 
States, not the Central Government. Since conditions in 
different parts of the country vary widely, it is up to each 
State to legislate and carry out reforms in the light of local 
needs. 

Considerable land reform legislation has been enacted in 
the States, and there is today wider acceptance of the need 
and reasons for it. Still, however, the impact of land 
reform has been smaller than was hoped for. For this there 
are several reasons. For one thing, it has been too little 
recognized that land reform is a positive part of development, 
a key aspect of all programmes to develop the rural areas 
and increase farm production. Another reason is that not 
enough attention has been paid to the administrative prob- 
lems of land reform, and especially to enforcement of reform 
laws, and to means of informing local farmers and tenants 
of their rights and enlisting their support in enforcement. 

The main task for the Third Plan period will be to finish 
carrying out the recommended land reform measures as 

early and effectively as possible, so that both land-owners 
and tenants, free from uncertainties, can go ahead with the 
important job of increasing food production. 
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ABOLITION OF ÍNTERMEDIARIES 

Outmoded tax-farming systems or what are known in 
India as “intermediary” tenures like zamindaris, jagirs and 
inams, existed over half of the country at the time of Inde- 
pendence. Legislation to abolish these intermediary systems 
has been enacted, and in most cases carried out. As a result, 
millions of former tenants of the old “intermediaries” have 
become owners of their land holdings. Large areas of what 
were once private forests and culturable waste-lands have 
also come under State management. 

Since India’s land reform was not based on a policy of 
confiscation, one of the main concerns of the State Govern- 
ments today is assessment and payment of compensation to 
the former intermediaries for release of the land. By the end 
of 1959, about $344 million (Rs. 164 crores) had been 
paid out, mainly in the form of bonds, of a total estimated 
amount due of $1407 million (Rs. 670 crores). Other 
important tasks for State Governments are the preparation of 
correct and up-to-date land records and the building up of a 
land tax collection agency, particularly in those areas where 
formerly the old zamindars served as the only collection 
agents. 


CEILING ON HOLDINGS 

Another reform now being carried out to reduce inequali- 
ties of land ownership is to set a ceiling on the amount of 
land any one land-owner may hold. 

Legislation for ceilings on future acquisition of land has 
been enacted or promoted in all States. Legislation for ceil- 
ings on existing holdings has been enacted in several States 
and bills are under consideration in others. Precise estimates 
of how much surplus land has become available through ceil- 
ing legislation have not as yet been made, but the amount 
of land is probably considerably less than had been originally : 
hoped for. 

One of the main questions is how big the ceiling should 
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be. The suggestion made in the Second Plan was that the 
ceiling might be placed at about three "family holdings"— 
depending on the quality and character of the land. "With 
the adoption of scientific farming techniques, such an area 
can and will provide progressively larger incomes. Another 
important question is whether the ceiling should apply to an 
individual owner or joint family. Legislation on this point 
varies in the different States. 

Evasions of the ceiling have taken place on a considerable 
scale through transfer of property, largely to relations or 
other members of a joint family. On the whole, these trans- 
fers have tended to defeat the aims of ceiling legislation. In 
most of the States, after considerable debate, the general 
policy is to disregard, when computing the proper ceiling 
for a person or family, any transfers of property made 
within a certain period prior to the date the ceiling was set, 
but the precise legislation varies in different States. 

‘The recommendation was made in the Second Plan that, 
in the interest of efficient production, certain types of land 
holdings be exempted from the ceiling—tea, coffee and 
rubber plantations, orchards, and large efficiently managed 
farms on which substantial investments have been made. 
Most of the States have exempted plantations; the laws on 
other types of farms vary. 


TENANCY REFORMS 

Although with the abolition of the "intermediaries" many 
former tenants became land-owners, various forms of tenant 
farming and share-cropping still exist. Land-owners may 
lease part of their land to tenants; sometimes large tenant 
farmers rent their land to sub-tenants. Altogether, about one- 
fifth of all cultivated land in India is still farmed under 
various tenancy and share-cropping arrangements. Legisla- 
tion to protect tenants and reform abuses has already been 
enacted in most States; in others, it-is in process. The 
principal tenancy reform measures concern the regulating 
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of rents, providing security of tenure, and enabling more 
tenants to become owners. 

Rent: The Second Five Year Plan suggested that a 
tenant’s rent should not exceed one-fourth or one-fifth of his 
gross produce. All States now have laws regulating rents. In 
several States the maximum rent has been fixed at one-fourth 
of the gross produce or less; in three States it has been 
reduced to one-fifth. However, in several States, the normal 
level of rent still exceeds one-fourth of the gross produce. 
Moreover, in the early years of tenancy regulation, laws 
regulating rents were often not effectively enforced and 
tenants were ignorant of their rights. Since villagers cannot 
in any case go to court without considerable cost and diffi- 
culty, firm enforcement of the rent laws is urgent. It is 
also hoped that the transition from rent payment in crops 
to payment in cash will be speeded up, not only to ease the 
burden on the tenants but to stimulate cash farm invest- 
ment. 


SECURITY OF TENURE 

In anticipation of land reforms, especially of legislation 
affecting ceiling and absentee ownership, some large land- 
holders have taken over for “personal cultivation” land for- 
merly leased to tenants, and the tenants were dispossessed. 
Assuring some security to tenants is one of the main prob- 
lems of tenancy reform. The Second Plan suggested that 
the tenant be assured of retaining a minimum area of land. 

Eleven States (and all Union Territories) have now pass- 
ed enabling legislation, although it varies from State to State. 
In some States, such as Uttar Pradesh, and Delhi, tenants 
cannot be displaced; in others the tenants must be left with 
a minimum area; in a few States, a limit is placed on the 
amount of Jand the owner may take on for personal cultiva- 
tion, but no minimum is set for the tenants’ use. 

But the benefits of the legislation have been less than 
hoped for and laws to provide security to tenants have not 
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been easy to enforce. The main reason is that so-called 
*voluntary" surrenders of land by tenants have occurred on 
a wide scale in some States. Most of these voluntary surren- 
ders are open to doubt as bona fide transactions, since the 
tenants in fact have been forced to surrender their rights of 
lease. 

Moreover, since not all land-holders have yet indicated 
whether and how much of the land they will resume for per- 
sonal cultivation, tenants have been uncertain as to their 
future and hesitated to make farm improvements. Various 
measures for strengthening the legislation and putting a time 
limit on the right of the land-holder to resume his land have 
been recommended and passed in many States. Legislation 
is under consideration in those States which have not yet 
clarified the issue. 

Ownership for tenants: Protection of tenants js but the 
first stage in tenancy reforms. 'The real aim is to enable as 
many tenants as possible to become owners. To encourage 
peasant ownership, it was suggested in the Second Plan that, 
with due payment, the tenants should be enabled to become 
full owners of lands which landlords, under new legislation, 
could not keep for personal cultivation. Legislation in most 
States makes some provision for ownership by tenants of 
such lands, but since much of the legislation is recent, there 
is not yet a clear picture of progress in ownership. It is 
understood that in Gujarat and Maharashtra, about 1.3 mil- 
lion tenants have been given ownership of about 2.4 million 
acres. In Uttar Pradesh, about 1.5 million tenants and sub- 
tenants have been made owners of about 2 million acres. In 
Delhi, about 25,000 acres have been transferred to 18,000 
tenants and sub-tenants. Over the Third Plan it is urged that 
States complete the programme for helping all tenants to 
become owners of the lands which under present laws cannot 
be taken back by landlords. Enforcement of ceilings should 
make more such lands available. 
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CONSOLIDATION OF FARM HOLDINGS 


In areas which have heavy pressure of population and 
fertile lands, farm holdings have been split, generation after 
generation, until a large proportion of peasants find that 
their fields are not only uneconomic fragments but are also 
widely scattered over the entire area of the village. Cultiva- 
tion is thus difficult and unprofitable and efficient farm 
management virtually impossible. “Consolidating” individual 
plots of land belonging to the same owner is a method 
recommended to meet this problem. It has been developed 
with much success in a number of States, notably in Punjab, 
Uttar Pradesh and Maharashtra. Gujarat and Madhya Pra- 
desh have also started consolidation work. In all about 23 
million acres have been consolidated so far, and work is 
going on over about 13 million more acres. 

Wherever it has been undertaken systematically, con- 
- solidation of holdings has stimulated agricultural improvement 
and made it more possible to provide better housing, com- 
munications and other village services. In view of the 
limited personnel available who are skilled in consolidation 
work, and the need to coordinate it with food production 
programmes, the Third Plan recommends that priority be 
given to irrigated areas and those areas in which irrigation 
is being or can be developed on a large scale. 


AGRICULTURAL WORKERS 


In all land reform measures, there is considerable con- 
cern for agricultural labourers, who make up about a fifth 
of the rural population and about half of whom have no 
land at all. In the First and Second Plans, stress has been 
laid on providing them with house sites and surplus lands, 
enforcing minimum wages and developing village industries. 
Of the lands obtained as Bhoodan and Gramdan (voluntary 
gifts of land and whole villages) nearly a million acres have 
been distributed. In the Third Plan, emphasis on rural 
public works programmes and village industries will help 
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reduce under-employment and raise living standards among 
agricultural workers. The States and Central Governments 
plan to spend about $25 million (Rs. 12 crores) on resettling 
farm labourers on new lands, in addition to the $ 10.5 mil- 
lion (Rs. 5 crores) allotted for providing home sites for them 
under the village housing programme. It is hoped that as 
many as 700,000 families can be settled on 5 million acres. 
of reclaimed land. 


U 
`~ 
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KEY TARGETS 
FOR INDUSTRIAL DEVELOPMENT 

—A 70% increase in overall industrial production 

—Vigorous development of basic industries, with a 
163% rise in steel (ingot) production 

—High priority on machine-building and engincering 
industries by both government and private enter- 
prise 

—A four-fold increase in production of machine tools 

—Major expansion of basic chemical and drug indus- 
tries by both government and private enterprise, 
so that India will be self-sufficient in cssential 
drugs by 1966 

—A six-fold increase in production of fertilizers 
(nitrogenous and phosphatic) from both govern- 
ment and private plants 

—Intensified production of basic industrial materials 
—iron ore up 180%, aluminium up 33266, cement 
up 53% 

—A. sustained rise in output of consumer goods: pro- 
duction of bicycles up 90%, of sewing machines 
up 136%, of sugar up 17% ; 

—A 7690 increase in production of coal, to 97 million 
tons 

—Production of zinc and electrolytic copper started 
for the first time 

—Intensified search for oil reserves and a 74% in- 
crease in output of petroleum products 

—Rapid expansion and stimulation of small industrics 
through industry extension services, technical 
assistance, cooperatives, credit and marketing 
facilities 

—750,000 new jobs in large industries; 900,000 new 
jobs in small-scale and village industries 
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CHAPTER X 
INDUSTRIAL DEVELOPMENT 
1. THE LARGE-SCALE INDUSTRIES 


THE past ten years have seen the real beginning of an 
industrial revolution in India. Industry has not only grown 
remarkably but has spread into basic new fields that hold the 
key to future growth. Steel plant capacity—private and 
public—is three times as high. India has for the first time 
started heavy engineering, electrical and machinery and 
machine tool industries on a large scale. It has entered, vir- 
tually for the first time, the complex chemical industries 
which are so important to a modern nation's development— 
fertilizers, sulphuric acid, urea, polyethylene and synthetic 
fibres, dyestuffs, and essential drugs and antibiotics. Older 
industries too—bicycles, sewing machines, telephones, 
machinery for textile mills, electrical equipment—have 
greatly expanded in size and production. As a whole, as a 
result of the efforts of both private and government enter- 
prise, industrial production has nearly doubled; in some new 
fields, it has tripled or more. Industrial skills and know- 
how, if not measurable in statistics, have clearly increased, 
and there are far more skilled workmen and competent 
managers and entrepreneurs today than ten years ago. 

In all, there is no doubt that far-reaching gains have been 
made in industry, and that these gains have been visible 
and even striking, in some cases. Yet at the same time, it 
must be recognized that Indian industry, considerable as it 
is, is still too small to make a real impact on the living 
standards and employment for the mass of the people, or 
radically alter the structure of the economy. Industrial pro- 
duction still accounts only for a tenth of India’s national 
income as compared, say, to Japan where it contributes over 
a third of the national income. Significant though its growth 
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has been, industry is still only a fragment of the Indian eco- 
nomy. Real hope of solving India's long-run and enormous 
problems of raising living standards lies in a powerful step- 
up of production, a wide diversification into fields that will 
vitally affect India's long-term capacity to provide goods and 
jobs. 

Moreover, some of the important industries started in: 
the Second Plan have not reached the targets hoped. In the 
three new government-sponsored steel plants, for example, 
production was only 600,000 tons in 1960-61 against a 
target of 2 million tons. Private steel production was also 
below expectations. Some other key industries have fallen 
short of targets—fertilizers, aluminium, newsprint, certain 
types of industrial machinery, chemical pulp, dyestuffs and 
cement. A few basic industries that should by now have 
been far advanced in their construction are still only in 
their initial stages. Instead of making a sizable contribution 
to the Third Plan, they will not be in full production until 
the end of the Plan. 

While many industries have met and many exceeded* 
their targets, taken as a whole the shortfall is about 10-15 per 
cent in terms of the targets originally set. In some instances, 
the shortfalls have been due to foreign exchange difficulties 
or delays in completing arrangements with foreign collabora- 
tors; in others they have resulted from delays in preparation 
of blue-prints and recruitment of personnel, inadequate sup- 
plies, and new problems of management. Both for private 
and government enterprises, costs have also risen beyond 
those expected—in part because of the rise in world prices, 
in part because of lack of experience in drawing up cost esti- 
mates. About 30 per cent more than was originally estimat- 
ed has been invested in the large-scale industry started under 
the Second Plan. 


The experience of the Second Plan has highlighted the 


*For example, in power-dri : ^o a 
Ste radi Ge añ enven pumps, diesel engines, electric motors, elec- 
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stresses and strains which rapid industrialization imposes on 
an economy which is compelled to depend upon foreign 
sources for the machinery, know-how and for a consider- 
able portion of essential raw materials. It has also-made 
clear that the gestation period of a new project is generally 
longer than anticipated, especially in the case of heavy 
industries. 

Yet, broadly Speaking, it is India's industrial develop- 
ment over the past ten years, and especially the last five, 
that has made it possible for the economy to plan for a 
more self-reliant growth in the future. In spite of the prob- 
lems and shortfalls, the progress has been notable in those 
key industries on which future growth and self-reliance 
depend, such as in iron and steel, heavy engineering and 
other capital goods. Clearly, the stage has been set for 
faster and far more diversified industrial development in the 
years ahead. 


THIRD PLAN OBJECTIVES AND PRIORITIES 

Industry is the Third Plan's top priority after agricul- 
ture. In drawing up its proposals for industrial growth, how- 
ever, India has had to keep in view several aims at the same 
time and set careful priorities so that scarce resources serve 
the broad goals of India's growth, and meet its urgent 
needs. 

The objectives: First, India must lay the foundations 
now for faster industrial growth over the next 15 years. This 
means in particular that the Third Plan must push ahead on 
the basic capital and producer goods industries—with Special 
emphasis on machine-building programmes—and also deve- 
lop management skills, technical know-how and designing 
capacity. India will thus become more able to provide goods 
and jobs for its growing population and become more self- 
sustaining and independent of outside aid. 

Second, because demand is likely to rise over the next five 
years for a wide variety of manufactured consumer goods, 
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India must try in so far as it can to provide these goods. The 
need for essential goods will be met fully. But because 
resources are scarce, some restraint on consumer goods 
production will be unavoidable, especially in the case of 
goods of a luxury or semi-luxury character*. 

Further, development programmes for industry will have 
to take into account, and in fact be limited by, the speed 
with which raw materials, power, etc., can be supplied in ade- 
quate quantity. Unless they are expanded very rapidly, 
power, coal and fuels are likely to restrain growth of 
industry in the first half of the Third Plan, or hold back adop- 
tion of certain advanced technical processes, however 
desirable they may be, especially those using power. 

The priorities: Because India's resources are scarce, 
priorities have to be set, and plans for developing even the 
high priority industries have to balance many competing 
claims of nearly equal importance. First preference must go 
to using existing plant capacity to the full. This is especially 
important where there is a wide gap—as there is in several 
engineering industries—between capacity and actual produc- 
tion, or where working two or three shifts can greatly step 
up production at low cost. Next preference must go to 
expanding existing plants rather than building new ones— 
since this is far quicker and cheaper. (Expanding the exist- 
ing steel plants, for example, will lower investment per ton 
of finished steel from about $400 to $300). 

In starting new projects, moreover, preference will also 
have to be given to industries which will produce goods either 
to replace imports or to expand exports—in short, to indus- 
tries which save or earn foreign exchange. Special stress 
indeed must be put on industries producing exportable goods. 


*It should be remembered that for the vast majority of the Indi 1 
who have an average family income of perhaps a 350 ta XS food Band 
cloth make up 70 per cent of all expenditures. Automobiles, radios, refrigera- 

ors, electric household appliances which are basic “cost of living” items 


in the U.S. are luxuries in India, f: i 
pipes ia, far beyond the reach of any but the highest 
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Similarly, it will not be possible to allow industries which 
depend very heavily on imports of raw materials to expand 
significantly since the foreign exchange burden will become 
too great. In all industries, there must be emphasis on using 
and producing Indian parts and components, rather than 
depending upon imports. 

Summarized, both private and government industrial 
development programmes over the next few years will gene- 
rally follow these priorities : 

1. Completion of projects proposed under the Second 
Five Year Plan on which construction has already 
started or which were deferred during 1957-58 owing 
to foreign exchange difficulties. 

2. Expansion and diversification of the heavy engineer- 
ing and machine-building industries, alloy, tool and 
special steels, iron and steel and ferro-alloys; and a 
step-up in output of fertilizers and petroleum 
products. 

3. Increased production of basic raw materials like 
aluminium, basic organic and inorganic chemicals 
and intermediates. : 

4. Increased production of goods meeting essential 
needs, like drugs, paper, cloth, sugar, vegetable 
oils and construction materials. 

THIRD PLAN'S PROGRAMMES FOR INDUSTRY 

To start and expand the industries proposed in the Third 
Plan will call for heavy investment and extraordinary efforts 
on the part of both private enterprise and government. High 
—necessarily high—targets have been set in a wide range 
of industries—iron and steel, machinery, chemicals, consu- 
mer goods—based on considered judgments as to the utmost 
possible effort and investment that can be made. Highlights 
of these targets are given in this chapter (with a detailed list 
at the end of the chapter). Overall industrial production is 
expected to go up about 70 per cent, although in some fields 
increases will be very much higher. 
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To develop industries to meet these targets, new invest- 
ment by private enterprise is expected to be $2362 million* 
and investment by government $2793 million*, or a total of 
$5155 million**—the largest single area of new investment 
in the Third Plan. Somewhat less than half this total amount, 
$2332 million, represents foreign exchange, most of it for 
the basic heavy industries to be started by government. 

The resources immediately available and in sight for 
industrial development, both private and government, are 
however less than these amounts***, In spite of every effort 
to raise more resources—within India and abroad—it seems 
probable that there will be some spill-over into the Fourth 
Plan, and that not all targets of production will be reached. 
In any case, some spill-over is expected, in view of the long 
"gestation period" for heavy industries and the fact that many 
projects proposed are as yet only tentatively drawn up. 

How much of the investment will go to each general cate- 
gory of industry is shown here, with a comparison with 
what was invested in the Second Plan. 

INVESTMENT IN INDUSTRY ; PUBLIC AND PRIVATE 
(n millions of dollars) 


Second Plan Third Plan 


EE 
Metallurgical and engineering industries .. ao 1984 2675 
Chemical and allied industries (heavy chemicals, D 

fertilizers, drugs, plastics, dyestuffs, cement, 


paper, etc.) . 567 1647 
Textile industries eo SS 56 8 SS 176 230 
Food industries 28 e ei Ze: a 118 250 
Miscellaneous (including townships and housing 

colonies for government industrial projects) ` . 242 353 

TOTAL  .. $3087 $5155 
million million 


*Exclusive of about $315 million i i izati 
) to be invested in modernization and 
replacements, Considerably more than 315 milli n 
replacements it resources SE Ke million should be spent o 

d projects, cost estimates are as yet preliminary. Also, estimates 
of foreign exchange requirements have been Ge on the assumption that 
payment wili be in cash and that in general machinery and equipment will be 
phteine rom the cheapest source of supply in world markets. 

e gap between the Investment proposed for new industrial develop- 
pete e (including minerals) of both government and private 
en eun Tesources now seen as available is about $890 million. 
A fuller discussion of this problem has been given in Chapters V and VI. 
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In general the industries that will be set up by the Cen- 
tral Government* over the Third Plan are the basic indus- 
tries—iron and steel, industrial machinery, heavy electrical 
equipment, machine tools, fertilizers, basic chemicals and 
intermediates, essential drugs and petroleum refining. 

As in the past, the roles of government and private enter- 
prise in India's "mixed economy" will continue to be supple- 
mentary to one another. Private enterprise has a very exten- 
sive field for growth outside the basic industries, but will 
also take an important part in producing pig iron, alloy 
steels, coal, fertilizers, machinery and machine tools, and 
important drugs as well as the whole range of essential con- 
sumer goods. The big government investment to be made 
in basic industries (and power and transport facilities) will 
continue to provide the favourable conditions for enlarg- 
ing private industry under the Plan's overall framework and 
priorities. Acute shortages of foreign exchange will of course 
impose limits on expansion and development of some new 
industries. 

The targets set for the Third Plan are based on both 
government and private capacity and production; the 
estimates of private production and investment are derived 
from consultations with development councils and represen- 
tatives of leading industries over the past year. 

Because present resources and especially foreign exchange 
are not large enough now to start all the industrial plans 
proposed, the first concentration of both government and 
private enterprise will be, as we have seen, on completing 
projects which have carried over from the Second Plan, 
and on new projects for which external financing is now 
assured wholly or in part. Preliminary planning has already 
been done on most new projects included in the Third Plan, 


*Some State Governments will take up industrial projects on their own. 
These will include paper, fertilizers, organic chemicals, coke. Altogether 
about US milion will be invested in these State industries over the 
Third Plan. 
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although a few are as yet only in very early stages of pre- 
paration and their completion will probably spill over into 
the Fourth Plan. A third group of industrial projects—those 
for which foreign financing has not yet been arranged—will 
be carried out as soon as resources are available. 


THE METALLURGICAL INDUSTRIES 


IRON AND STEEL 

Prior to Independence, the domestic iron and steel 
industry was one of the most active and enterprising in India, 
but it was producing only half the country's very limited 
needs in spite of plentiful raw materials. Even in 1956 it was 
turning out only 1.3 million tons a year, or less than a 
month's production of one of the larger U.S. steel manufac- 
turers. 

Late in the First Plan, and more decisively in the Second, 
India took steps to increase steel capacity, as an essential 
means toward making the economy more self-sustaining. 
Capacity in private steel plants has been more than doubled 
over the last ten years (3 million tons of ingots), and three 
new plants have been established by government, with the 
assistance of U.K., West Germany and Russia. These plants 
which today have a capacity of 3 million tons are already in 
production, although as yet, as we have seen, production 
is far below targets and capacity. 

Demand for steel by 1966 is expected to be over three 
times as great as in 1956. Stepping up steel production and 
capacity rapidly has, therefore, a high priority in the Third 
Plan so that India can meet its growing industrial and other 
needs. The target for steel capacity is 10.2 million tons of 
steel ingots and 14 million tons of pig iron. These targets 
are based on studies in some detail of the demands for steel 
for railways, machinery and many other rising essential 
industries, 


Since the private steel plants have been only. recently 
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expanded, the additional capacity in the Third Plan is 
expected to come almost entirely from government plants. 
The Third Plan proposes first of all to get capacity output 
from the three steel plants begun in the Second Plan—Bhilai, 
Rourkela and Durgapur (and from the Mysore State Iron and 
Steel Works). Further, the capacity of these plants will be 
doubled, to a total of 6 million tons. A fourth major steel 
plant wil be set up by government at Bokaro, with an 
initial capacity of 1 million tons. India will thus have 7 
million tons capacity in government-owned plants, in addi- 
tion to the 3 million tons capacity in private plants. Taking 
these together with some small-scale private electric 
furnaces, India will thus have its targets of 10.2 million tons 
capacity. 

The investment needed to step up capacity so greatly 
comes to $1103 million” (Rs. 525-crores) according to the 
current estimates. 

Total production of finished steel over the entire Third 
Plan period is expected to be about 24 million tons; by 1966 
annual production is expected to be three times what it is 
today. Yet even with the expansion and production pro- 
posed there will be considerable shortages of certain types 
of steel products, certainly over the early years of the Plan; 
and allocations on a priority basis will be necessary. 


ALLOY, TOOL AND SPECIAL STEELS 

Alloy, tool and special steels are more and more in 
demand as India’s industries and its economy develop more 
fully. These steels are needed particularly for high priority 
machinery and industrial plant manufacture. So far, India 
has had to import them and their high price has represented 
a severe drain on foreign exchange. India, therefore, has 
put a high priority on making these fine steels within India. 


*This includes the amount necessary to produce the additional coal and 
iron to feed the Bokaro plant and the expenditures for industrial townshids 
at the government-owned plants. 
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The government will start a new plant located at Durgapur 
which will have, on completion, a capacity of 48,000 tons. 
The expenditure to be incurred on this new plant is tenta- 
tively estimated at about $105 million (Rs. 50 crores) and 
the foreign exchange component at about $42 million (Rs. 
20 crores). 

Some other part of the demand—possibly as much as 
50,000 tons—for these high-grade steels will be met by the 
Ordnance Factories of the Ministry of Defence. The rest of 
the production needed—another 100,000 tons—should, it 
is proposed, be provided by private industry as a high priority 
target. 


NoN-FERROUS METALS 

Aluminium : Among non-ferrous metals, aluminium will 
continue to be the most important over the Third Plan. Since 
India has relatively little copper, but plenty of bauxite (the 
raw material out of which aluminium is made), expansion 
of aluminium output is desirable. Aluminium can to a 
certain extent substitute for copper, and it also has export 
possibilities. The target is 87,500 tons by 1965-66, to be 
produced by private enterprise. Five projects for private 
aluminium production have already been approved for 
action. Whether other projects can be started will depend 
on whether foreign exchange and the large amount of power 
required oan be arranged for them. 

Zinc production is expected to start for the first time in 
India by the middle of the Third Plan period. Production 
of electrolytic copper will begin, also for the first time in 
India, in the early years of the Plan. 


MACHINE BUILDING. AND ENGINEERING 
INDUSTRIES 


Rising production of iron and steel will make possible 
development of the next most important industries from the 
point of view of India's future—industrial machinery, heavy 
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engineering goods (locomotives, for example, and power 
generators) and machine tools. It is these industries, as we 
know, which will enable India to expand its railroads, power 
plants and develop as a whole more and. more with the pro- 
ducts of its own factories and with less and less reliance on 
foreign aid. It is also these industries which will build and 
feed new and diversified industries, and produce more 
employment and more exports. 

In this field, the government will concentrate mainly on 
production of heavy machinery and heavy machine building. 
The other high targets in this field are to be filled mainly by 
private enterprise—tractors, diesel engines, road rollers and 
shovels, electric cables and wires, freight cars and passen- 
ger coaches, trucks and buses, machinery for cement, sugar 
and textile mills; sewing machines, bicycles, electric fans— 
to name only a few. 

New kinds of machinery are expected to be produced in 
new plants, but wherever possible in existing plants expand- 
ed for the purpose—the latter method being, as we have 
seen, the less expensive. 


CASTINGS AND FORGINGS 

Foundry/forge capacity is of crucial importance for 
machinery manufacture during the Third Plan. The overall 
Third Plan target is 1.2 million tons of grey iron castings, 
200,000 tons each of steel castings and forgings. Some of 
these will be produced in foundries attached to the govern- 
ment-owned steel mills, and the government-owned locomo- 
tive works at Chittaranjan. 

Private enterprise will open up some new foundry/forge 
capacity as a result of its needs for machinery in the auto- 
mobile industry and in the textile, sugar and cement indus- 
tries. ' 


INDUSTRIAL MACHINERY : 
In this field, both government and private enterprise 


must play a large part. The heavy machinery plant being set 
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up by the government near Ranchi will, on its expansion to 
80,000 tons output per year, be able to supply most of the 
equipment required by the steel mills for adding about one 
million tons annually to their steel-making capacity. Three 
heavy electrical equipment plants, also to be set up by gov- 
ernment, are designed to ensure from Indian sources a wide 
range of electrical equipment—enough to step up power 
generation by 2 million kW per year from 19771 onwards. 
They will produce heavy motors, rectifiers and control equip- 
ment, and turbines and generators for thermal power 
plants. 

Other heavy engineering projects to be undertaken by 
government include expansion of the Chittaranjan Locomo- 
tive Works to permit the manufacture of electric locomo- 
tives; a plate and vessel works intended to provide equip- 
ment for fertilizer and chemical plants; expansion of the 
Hindustan Shipyard at Visakhapatnam and construction of 

`a second shipyard at Cochin. 

For private engineering industries targets have been pro: 
posed, as we have seen, for an extensive range of manu- 
factured items, such as agricultural machinery and construc- 
tion equipment, power distribution and measuring equip- 
ment, rail and road transport items, sugar, paper, cement 
and textile machinery, and durable consumer goods. Pri- 
vate industry is expected to produce machinery for complete 
plants to meet the demands of the sugar, cement, paper and 
textile mills. It is hoped that 80-90 per cent of the compo- 
nents needed for this machinery can be manufactured in 
India. Groups of private firms working in association— a 
method already used for sugar plant machinery—can, it is 
hoped, be used in other fields to speed production. By such 
means, it is expected that India will become self-sufficient 
in cement, sugar and textile mill machinery by 1966. 

The targets for automobiles and other vehicles are of 
special interest and importance, since large-scale investments 
are involved in building up new capacity and the demands on 
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foreign exchange are high. The targets tentatively proposed 
are: 


Estimated 'Target 

production for 
(1960-61) 1965-66 
Passenger cars ` 20,000 30,000 
Commercial vehicles 28,000 60,000 
Jeeps and station wagons j 5,500 10,000 
Motor cycles, scooters and three-wheelers 18,000 60,000 


The target for commercial vehicles includes 4000 vehi- 
cles expected to be supplied by the Ordnance establishments 
of the Defence Ministry. 


MACHINE TOOLS 

The demand for machine tools is expected to rise sharply 
over the next years—to about $105 million worth by 1966 
compared .to an output of $15 million worth today. Plans 
have already been made by government to expand its present 
two machine tools plants and to establish two new plants, 
and private industry will be expected to expand also in neces- 
sary fields. Small-scale private industries are also making a 
good contribution—about $10 million worth of machine tools 
a year. In all, present plans are to increase production four- 
fold with a target of $63 million worth a year by 1966. This 
will not, however, be enough to meet the demand and the 
gap will have to be filled by imports. Shortage of skilled 
labour and the wide variety of tools needed makes it difficult 
to step up production further, but every effort will be made 
to do so. 

To assure rapid progress, designing facilities will have a 
high priority, with the intent of manufacturing, in the not 
distant future, industrial machinery on the basis of domestic 
designs. 


DEVELOPING THE CHEMICAL INDUSTRIES 
One of the most important new fields that India has 
entered in the last ten years is that of basic and complex 
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chemicals. This industry is one of the key factors in the 
advancement of an under-developed country, since chemical 
products are necessary to support a wide range of other 


industries—metallurgy, fertilizers, textiles, plastics, to name 
a few. 


FERTILIZERS 


The largest and most significant investment in chemical 
fields will be in fertilizers. Because of the high urgency of 
producing more food, the Third Plan proposes by 1966 to 
create 1 million tons* of production capacity for nitrogenous 
fertilizers—over four times as much as today. Capacity for 
phosphatic fertilizers is to be stepped up eight times, to 
about 500,000 tons.** 

To reach the 1 million tons capacity target, both govern- 
ment and private enterprise must play a large part: Govern- 
ment capacity for nitrogenous fertilizers will be expanded to 
about 730,000 tons. Proposals for private plants with a 
capacity of 318,000 tons have already been approved. 
Private enterprise is also expected to provide most of the 
increased capacity needed for phosphatic fertilizers, and, 
together with the government plants, are expected to meet 
the full demand for 400,000 tons of phosphatic fertilizers, 
by 1966. The overall cost of the fertilizer programme*** 
is $472 million including $210 million in foreign exchange. 

A good part of the new Output is being planned in the 
form of complex and/or compound fertilizers so that some 
of the phosphate (P Os) requirements will also be met in 
this way. 

Part of the fertilizer to be produced in government plants 
will come from the integrated Neiveli lignite project, now 
underway. This multi-purpose Project proposes stepping up 
fertilizer production to 70,000 tons of nitrogen, as well as 

*In term of nitrogen. 


**In terms of P205. 
***On capital account. 
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mining of 4.8 million tons of lignite a year for thermal power 


generation and preduction of carbonized briquettes (380,000 
tons). 


SULPHURIC ACID, Caustic SODA AND SODA ASH 


Sulphuric acid, considered a “barometer” of industrial 
activity, is to be produced in far larger quantities. The target 
is 1.5 million tons in 1966. Most of it will be produced 
in private plants. 

Use of sulphur is expected to go up to 600,000 tons by 
1966 (as compared with 180,000 tons today)—another indi- 
cation of the rising tempo and complexity of the economy. 
Most of India’s sulphur has to be imported and an effort 
is being made to manufacture sulphur from India’s own 
supply of pyrites, to an annual capacity of 84,000 tons of 
sulphur. 

Caustic soda and soda ash, also basic industrial chemi- 
cals, are now being produced in India, and with the expan- 
sion proposed for the Third Plan, local production is 
expected to fill India’s complete requirements by 1966. 


ORGANIC CHEMICALS 

Considerable development is proposed in this field for the 
first time, as a result of the constantly rising demand over 
the last decade from allied chemical industries—plastics, 
dyestuffs and drugs. While government is taking the initia- 
tive in some of the major investment projects, private manu- 
facture of drugs and dyestuffs and plastics will be large and 
complementary to it. 

The recovery of organic hydrocarbons (e.g., benzene, 
toluene, naphthalene, anthracene and xylene) is expected to 
be stepped up in government plants along with the increased 
coking of coal at the steel plants. The chief government 
proposal, which will serve as a link between these products 
at one end, and the dyestuffs, plastics, and drug manufac- 
turing plants at the ether end, is the new Basic Chemicals 
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and Intermediates (BCI) project proposed for Maharashtra 
State. The BCI project as a supplier of intermediate chemi- 
cals is linked with a new synthetic drugs project. With 
these two projects, valuable technical know-how in a virgin 
field is expected to be developed during the Third Plan 
period. 

Major developments are foreseen in the private organic 
chemicals industry based on supplies of intermediates from 
the BCI plant. Aside from strengthening private industry 
in this field, the new products are expected to assist in 
bringing down foreign exchange needs in some of the major 
industries established since Independence. 


PHARMACEUTICALS AND ESSENTIAL DRUGS 

The Third Plan projects proposed in this important field 
include: manufacture of sulpha drugs, vitamins, phena- 
cetin, other synthetics and intermediates, antibiotics, phyto- 
chemicals such as caffeine, ephedrine, etc. India expects 
to be virtually self-sufficient in all major drug items by 
1966, with all essential drugs available at reasonable 
prices. 


PETROLEUM PRODUCTS AND REFINING 

The demand for petroleum products has been rapidly in- 
creasing and by the end of the Third Plan is expected to 
rise to 11.7 million tons. Private refineries are now produ- 
cing about half this amount. The rest of the requirements 
are at present being met by imports. The rapidly increasing 
demand for these products and the heavy drain on foreign 
exchange which it involves call for strong efforts to start 
production in India of these very essential commodities. 

As described in a following chapter on India’s minerals, 
explorations for oil over recent years have shown that India 
has some promising oil reserves. The government will be 
entering petroleum refining as a producer for the first time 
in early 1962. Except for present private capacity and one 
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new plant for producing lubricating oils now being consider- 
ed as a joint private-government enterprise, all further refin- 
ing capacity will be under the government. Two refineries, 
at Nunmati and Barauni, are now under completion and 
will have a capacity of 2.3 million tons. A third govern- 
ment-owned refinery with a capacity of 2 million tons is to 
be set up in Gujarat, particularly to cover India’s needs 
for diesel oil and kerosene. In common with several other 
countries, India will face the problem of some surplus out- 
put of motor spirit. 


CONSUMER GOODS 


With India’s rising population and incomes, there is a 
vast growing market for consumer goods. As we have seen, 
except for essential goods, it will be necessary to restrain 
production of luxury or semi-luxury items, because of scarce 
resources. But cotton textile production is to go up 13 per 
cent, with the help of more automatic looms; rayon and 
staple fibre by 115 per cent (in terms of capacity); paper and 
newsprint by 100 per cent; sugar production by 17 per cent 
(for both domestic use and export); bicycles by 90 per cent 
(to 2 million bicycles); sewing machines by 136 per cent; of 
radios over three times. Al these figures apply to the large- 
scale “organized” industries only, and all of them refer to 
private enterprises. Considerable production is also expected 
from small-scale private and cooperative industries in some 
of these fields, as described in later pages. 

In all, the fast industrial development of the size and 
character proposed for the Third Plan represents an enor- 
mous challenge to both government and private enterprise— 
a challenge not only of financing, but of management, pro- 
ductivity, organization, and continuing adaptation to the big 
advances in science and technology which are constantly 
taking place. Yet, if every possible effort is made to press 
the industrial programmes to the utmost, India will not only 
have raised industrial production by 70 per cent by 1966, 
but have laid the essential foundations for more self-sustain- 
ing and self-reliant growth over future years. 
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2. VILLAGE AND SMALL INDUSTRIES 

In India, small industries, including the traditional hand 
industries in the villages, are a vital part of the economy— 
indeed of India's way of life. Together these industries 
employ over 3 million people—more by far than do the large 
industries, and produce a large proportion of the common 
consumer goods. The last ten years have seen considerable 
development of these industries as a result of direct and deli- 
berate stimulation by government, of restrictions on imports, 
and of the rising demand for goods of all kinds in a fast- 
growing economy. 

Over the Third Plan, they will be even more important : 
Another 900,000 new jobs are expected to be created in 
- these industries over the next five years, both in towns 
and rural areas. They are also expected to meet a very 
considerable share of the increased demand for consumer 
goods and simple producer goods. Moreover, as we have 
seen, it is small business and cooperatives that are consider- 
ed the important means of giving small producers a chance 
to get a start in industry, develop in skill and efficiency and 
spread income and employment more widely and fairly. 

One of the principal aims of the Third Plan is to help 
the traditional hand industries on the one hand, and the new 
small scale industries on the other, to adopt improved 
techniques and tools and become efficiently organized, step 
up production and quality and reduce production costs. Sub- 
sidies, rebates and sheltered markets—measures adopted to 
protect employment and growth of the traditional hand 
industries—are to be progressively cut down as these indus- 
tries become self-supporting and self-reliant parts of the 
economy. 

Investment in small industries is expected to increase 
considerably over the Third Plan. It is estimated that private 
enterprise will invest about $577 million on its own, since 
small business is one of the key "growing points" of the 
economy. The government programmes for stimulating 
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small and village industries will involve a total expenditure of 
$554 million (Rs. 264 crores) from both State and Central 
Governments, considerably more than was spent during the 
Second Plan*. An additional $42 million is being made 
available for small (principally village) industries under the 
programme for community development, and some additional 
funds are provided under refugee rehabilitation and various 
welfare programmes. 

With the private investment and government expenditures 
proposed, village and small industries are expected to give 
part-time or fuller employment for about 8 million people 
as well as whole-time employment for about 900,000. 


SMALL SCALE INDUSTRIES 

What India calls *small scale" industries are those which 
generally use some power and improved techniques, and 
which are comparable to what is called small business 
elsewhere. It is these industries which, because of their con- 
centration on new types of products needed today and their 
keen interest in new techniques, have become the important 
“srowing points" of the economy, developing new skills and 
managerial competence. In spite of the shortages of certain 
basic raw materials like pig iron, steel and other metals, the 
growth of these small scale industries has been impressive, 
— *In more detail, the allocation of government expenditures is as follows: 


Second Plan Third Plan 
(estimated 
expendi- . 
tures 
$ million S million Rs. crores 
Village industries including hand: 
weaving and spinning 56 239-6 273-8 130-4 
Silk culture and coir Go ae 10:7 21-4 10:2 
Handicrafts .. . ac ge 10-1 18:1 8:6 
Small scale industries EE 93-2 177-7 84-6 
Industrial estates v óc SS 24-4 63-4 30-2 
TOTAL .. $ 318 $ 554-4 Rs. 264 
million million crores 
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particularly over the last five years. In a number of indus- 
tries including sewing machines, electric fans, bicycles, buil- 
ders’ hardware and handtools, there have been increases in 
production of as much as 25 to 50 per cent a year during 
the last five years. About 300,000 people found employment 
in these industries alone—an indication of their big job 
potential for the future. 

To help them develop and adopt better techniques of pro- 
duction and management, an industrial extension service Was 
created early in the Second Plan and Small Industries Service 
Institutes set up in all States. Many of these give courses in 
business management for small industrialists, as well as 
technical advice and help. A National Small Industries 
Corporation was also set up to provide credit, marketing and 
other facilities and make available new tools and equipment 
in an instalment (hire-purchase) programme introduced in 
1956. Over $8 million worth of machinery has already 
been supplied under this programme. 

During the Third Plan, one of India's main aims is to 
expand the extension services, make more machinery avail- 
able on easy credit terms, increase training, especially of 
small business managers and government industry officers, 
. and conduct economic research and surveys. India also 

hopes to develop more small firms as "feeder" units to large 
industries, and encourage wider dispersal of small industries. 
in towns and rural areas, especially where power becomes 
more widely available, and encourage many more new small 
businessmen and cooperative units to get started. A key 
effort is to assure supplies of raw materials to smaller firms. 
Shortage of raw materials has been one of their main handi- 
caps over recent years. E 

How small firms may be developed more successfully as 
“ancillaries” or as feeders to large units chiefly through 
voluntary arrangements is now under study for a variety of 
industries. In'some countries such as Japan, this type of 
relationship has been a significant means of preserving the 
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social values of decentralized small business and employment 
while assuring high production. 

One of the needs of small business is for workshop 
accommodation where there are necessary facilities like 
power, water, transport, etc. About 60 industrial estates were 
set up for this purpose during recent years. During the- Third 
Plan, about 300 new estates of varying sizes and types are to 
be set up, located as far as possible in small and medium- 
sized towns rather than big cities and also in selected rural 
areas. : 


HANDLOOM AND KHADI 


These are India’s traditional handweaving and spinning 
industries. These industries provide very sizable employ- 
ment. There are over 3 million handloom weavers, and over 
1 million part-time spinners, as well as many thousands -of 


carpenters, blacksmiths, etc., engaged in producing and re- , 


pairing weaving equipment. Production of handloom* cloth 
has increased from 742 million yards in 1950-51 to about 
1900 million yards today. Production of khadi** which 
was about 7 million yards in 1950-51 is expected to increase 
to about 74 million yards. About 36 million yards of hand- 
loom cloth, valued at $10 million, was exported during each 
of the last three years. 

Over the Third Plan, the handweaving industries (plus 
small powerloom units) are expected to turn out over a third 
of all the cloth produced in the country—3500 million yards. 


To improve efficiency of handloom weavers, and help lower 


costs and raise quality, use of semi-automatic looms and 
powerlooms in weavers’ cooperatives will be encouraged and 
more credit and marketing facilities made available. 


*Cloth hand-woven of millspun yarn. 


x**Cloth hand-woven of yarn hand-spun both by the traditional Indian charkha 


or spinning wheel and by the improyed, so-called Ambar charkha. 


hj 
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VILLAGE INDUSTRIES 

At present these are mainly the traditional hand indus- 
tries producing simple goods—matches, vegetable oils, raw 
sugar, etc.—used largely by villagers. Development of these 
industries has been held back by the use of old inefficient 
techniques, lack of extension services and by competition 
from more technologically advanced industries in the cities 
and towns. 

These industries do and can employ many workers, 
especially in rural areas where employment is much needed. 
In the years ahead, however, the character of these village 
industries is expected to change through the use of improved 
techniques and progressively of power. Development pro- 
grammes for them today stress adoption of improved techni- 
ques. During the Third Plan they will be helped to become 
more efficient producers—through training programmes, 
credit, technical assistance, improved tools, supplies and 
marketing help. Special effort will be made to develop rural 
industries through a coordinated training and production 
programme in some 3000 selected intensive areas with about 
5000 people in each area. 

Special development programmes are proposed for coir 
and silk production. These hand industries provide consi- 
derable employment in certain areas and are also important 
in terms of export earning Or import saving. By 1966, India 
hopes to produce 5 million lb of raw silk, as compared to 
3.6 million Ib today. 


HANDICRAFTS 

About $13 million worth of India's well-known handi- 
crafts were exported annually during the last three years, and 
sales within India have also considerably increased. Over the 
"Third Plan the All-India Handicrafts Board, an agency set 
up in the First Plan, will concentrate on development of 12 
key crafts, assist craftsmen to get raw materials, credit and 
technical assistance, and to organize themselves in effective 
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Cooperative or producing associations. Improvement in 


design and quality are expected to stimulate both domestic 
sales and exports. 


3. MINERALS 


India has considerable mineral wealth. Its plentiful 
reserves of coal and iron ore particularly, as well as of cer- 
tain other valuable minerals, provide, as we have seen, the 
stimulation and basis for substantial industrial growth and 
offer a strong promise of expanding export markets. 

At the time of Independence, India's mineral resources 
were known only in a general way. Detailed surveys made 
over the last ten years have shown far more clearly the extent 
and quality, as well as the lacks, in its potential mineral 
resources. There is now a clear assessment, for example, that 
India has fairly abundant supplies of coal and iron ore; and 
adequate supplies of manganese, aluminium, titanium, lime- 
stone and raw material for refractories. Recent studies of 
India’s supplies of manganese, indeed, indicate that India has 
an estimated 180-million-ton reserve instead of the 20 million 
tons earlier supposed. New explorations have indicated the 
possibility of some, if not plentiful, sources of oil and natural 
gas. Substantial amounts of gypsum and sulphur-bearing 
pyrites have also been found. There are some good deposits 
of copper, lead and zinc, although India does not have ade- 
quate reserves of these valuable industrial materials, nor any 
workable deposits of tin, nickel or molybdenum. 

In all, however, India’s minerals are sufficient to pro- 
vide basic raw materials to a wide variety of industries, to 
fuel factories, power stations and railway transport, and to 
sustain a promising level of exports. To exploit this mineral 
wealth quickly and to the full is. essential for India’s rapid 
development. 

Over the First Plan period, when there was relatively 
limited emphasis on industry, the principal effort made was 
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to survey and investigate India’s mineral resources in a de- 
tailed and systematic manner. Over the Second Plan, how- 
ever, with its strong emphasis on industry, production of 
many essential minerals—particularly coal, iron ore and 
bauxite—has been substantially stepped up. 

The value of minerals produced has nearly doubled over 
the last ten years—from about $175 milion (Rs. 83.4 
crores) to $334 million (Rs. 159 crores). The most strik- 
ing increase is that of iron ore on which production has tripled 
(from about 3 million tons in 1950 to about 10.5 million 
in 1960). This rapid increase has been due to the expansion 
of steel production and the development of substantial ex- 
ports to Japan and other countries. 

Coal production, as a result of intensive efforts by both 
public and private collieries, “increased by about 60 per cent 
to about 52 million tons in 1960. To serve India’s growing 
aluminium industry, bauxite production is nearly 6 times 
higher, or 377,000 tons. Production of manganese has fluc- 
tuated, rising first because of the 1953 stock-piling pro- 
gramme in the U.S., then declining because of the 1958 
recession in the U.S. steel production and because of strong 
export competition from other countries. 

The following table gives a summary of production of 
some selected significant minerals over the last decade : 


GROWTH IN MINERAL PRODUCTION 


1950 1960* 
Coal (in million tons) BA oo oc D 32-3 51-8 
Iron ore (in million tons) .. es ee 55 3 10:5 
Manganese ore (in million tons)  .. or ate 0:9 1:2 
Limestone (in million tons) .. 5 c ac 2:9 12:5 
Chromite (in "000 tons) E BU on 5o 17 99 
Bauxite (in '000 tons) SS oe oo ob 64 371 
Gypsum (in '000 tons) ^d e oo Gë 206 982 
Copper ore (in °000 tons) ` op bb za 360 441 
Zinc concentrates (in'000 tons) — .. za zy 2 10 

*Provisional. 1 
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THIRD PLAN PROGRAMMES 

The even greater emphasis on industry over the Third 
Plan calls for a far more intensive effort to develop and 
exploit India’s mineral wealth. High targets have been set 
for both coal and iron ore. For these and for other minerals, 
exploration will be vigorously carried on, especially to locate 
workable reserves of those minerals and metals which India 
now has to import in large quantities, such as copper and 
oil; to find new reserves of minerals needed by an expanding 
economy, such as bauxite, gypsum, coal, limestone; and to 
find and develop new sources of minerals of high export 
value such as iron ore. Detailed mapping and prospecting, 
as well as development, will be required. 

About $1130 million* has been allocated for mineral 
development over the Third Plan, most of it to be spent by 
the government, since private enterprise is expected to spend 
only about $126 million in this field. Completion of the pro- 
jects and final achievement of targets will depend, however, 
on actual availability of the full resources and some pro- 
grammes may have to carry over into the Fourth Plan. 


CoAL d 
Coal is, so to speak, the “food” of industrial growth—the 
essential fuel to operate industries, generate power, and run 
, railway transport. Stepping up coal production has, there- 
fore, a very high priority. : 
On the basis of the Third Plan targets for India's steel 
and power plants and its railways, which are the major con- 
sumers of coal, as well as for domestic and other needs, the 
total requirements for coal by the end of the Third Plan are 
expected to be about 97 million tons. A target of this size 
will require production to be stepped up by 37 million tons 
over the target of 60 million tons originally set for the last 


* $1004 million (Rs. 478 crores) by government, $126 million (Rs. 60 crores) 
by private industry. $479 million (Rs. 228 crores) of the total—about two- 
fifths—will be required in foreign exchange. 
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year of the Second Plan. Though this Second Plan target 
was not met in full, the necessary investment required to 
reach it had been made, and production in the last month 
of the Plan was at the rate that would yield 60 million tons 
a year. 

Much of the additional coal required during the Second 
Plan was obtained from existing mines, mostly from those 
privately run. The high Third Plan target, however, will 
call for the opening of a number of new mines in virgin 
areas. This will require a great deal of effort and capital 
investment; and foreign technical assistance is being sought 
to speed development. Private enterprise has agreed to pro- 
duce about 17 million tons of the additional coal required, 
government mines contributing 20 million tons. Progress in 
production will be closely watched and if it lags behind in 
either the government or the private sector, the target will 
be adjusted in the other, so that the total planned production 
is achieved. About $237 million (Rs. 113 crores) has been 
allocated for coal production, and for developmental invest- 
ment by government over the Third Plan. Private enter- 
prise will spend about $126 million. 

One of India's problems is that although it has large 
supplies of iron ore, its reserves of high grade metallurgical 
coal are relatively limited. Since steel plants require high 
grade coking coal, measures of conservation like washing and 
blending and economic consumption of coking coal must 
be undertaken. The setting up of adequate coal washeries— 
a programme which lagged during the Second Plan period— 
will be more urgently carried out. 


INTEGRATED NEIVELI LIGNITE PROJECT 

During the First Plan, important lignite deposits were 
found in Neiveli, in the South Arcot district of Madras State. 
Development of these deposits was begun over the Second 
Plan in an integrated lignite project. Over the Third Plan 
this project has targets for mining 4.8 million tons of lignite 
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a year for thermal power generation (400 MW), stepping up 
fertilizer production to 70,000 tons of nitrogen, and produc- 
tion of carbonized briquettes (380,000 tons). Necessary 
funds to expand present output to meet these targets have 
been included in the Plan. 


TRON ORE 

India’s iron ore is of very high grade, excellently suited 
to steel manufacture. Demand for Indian ore is therefore 
growing not only from India’s own steel plants but also from 
steel-producing countries abroad. 

Over the Third Plan period Indian steel plants will require 
20 million tons of iron ore. Ten million tons are needed 
for export, 8 million tons to Japan alone. The Third Plan 
has set a capacity target of 32 million tons, three times more 
than at the end of the Second Plan, and ten times more than 
in 1950. Japanese financial and technical assistance is being 
used to develop two of the leading iron ore mines. 


PETROLEUM PRODUCTS AND REFINING 

The demand for petroleum products has been rapidly 
increasing and by the end of the Third Plan is expected to 
rise to about 12 million tons as compared with 6.28 million 
tons in 1959. Almost all of India’s requirements are at pre- 
sent being met by imports. The rapidly increasing demand 
for petroleum products and the heavy drain on foreign ex- 
change which it involves call for concerted efforts to estab- 
lish domestic production. 

Oil India Limited, a joint venture of the Assam Oil Com- 
pany and the Government of India, is expected to achieve an 
annual production of 2.75 million tons of crude oil from 
the Nahorkatiya area in Assam. An annual production of 
2 to 2.5 million tons is expected from the Cambay- 
Ankleshwar area in Gujarat. But even after full production 
is achieved, there will still be a large deficit in "relation to 
the country's needs. The Third Plan provides $242 million 
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(Rs. 115 crores) or over four times as much as the Second 
Plan for further exploration aimed at establishing additional 
production. Supplementary funds required for developing 
production and pipelines will be provided as may be neces- 
sary. 

Foreign oil explorers have been invited by government 
to join the quest for oil in India, subject to mutually accept- 
able terms. Offers have been received in response to this 
invitation and these are under study. Agreement has been 
already reached with the Burmah Oil Company. 

As mentioned earlier, the government will be entering 
petroleum refining as a producer for the first time in early 
1962. With the completion of the Nunmati and Barauni 
refineries, the government will have a share in about a third 
of domestic refining capacity. Another refinery with a capa- 
city of about 2 million tons is to be set up in Gujarat based 
on the crude oil discovered in the Cambay-Ankleshwar area. 
The India Oil Company, the government agency set up in 
1959 for distribution and marketing of oil, is now import- 
ing frem Eastern Europe some scarce petroleum products. It 
will also handle distribution (either directly or under ex- 
change arrangements with other distributing companies) of 
government-owned refineries. 


OTHER MINERALS 


As to other minerals, over the Third Plan, funds have . 
been allocated for exploration and exploitation of the copper 
deposits and the establishment of a smelter with an annual 
capacity of 11,500 tons; for development of the diamond 
deposits, exploitation of sulphur-bearing pyrite deposits, and 
intensified surveys and exploration of other valuable minerals. 
Considerable funds—about $50 million—have been given 
for setting up facilities for extraction and processing of 
uranium and plutonium in connection with India’s first 
nuclear power plant. 
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4. SCIENTIFIC AND TECHNOLOGICAL "RESEARCH 


In advanced countries, the pace of scientific and indus- 
trial research has very sharply increased since the last world 
war. As a result the gap has widened between the advanced 
and less advanced countries, even those which, like India, had 
made some good beginning in research. What India must 
do today is to narrow the gap by making a very strong effort 
to step up scientific and technical research. It must also put 
far more stress on the practical application of science to 
India's development needs today. Research has, for example, 
a tremendous contribution to make to the growth of indus- 
try and agriculture, of transport and construction. It is hoped 
that Indian industry will support research more fully than 
in the past. 

Over the last ten years, India established a network“ of 
national laboratories and specialized research centres, under 
the Council of Scientific and Industrial Research and other 
agencies, and has steadily increased its expenditures and 
emphasis on research. 

Over the Third Plan India intends on the one hand to 
strengthen the existing research institutions, and on the other 
to expand facilities for research over a wide field, particu- 
larly in engineering and technology, and development of 
scientific and industrial instruments. It will also encourage 
more basic research in universities and stimulate training of 
research personnel through an expanded programme of re- 
search fellowships and scholarships. Special attention will be 
devoted to practical application of research findings after 
pilot production and field experiments have proved their 
validity. 

Altogether, for all new development programmes for 
scientific and technical research, the Third Plan provides 


Cg Pr ST Ra ee 
* include facilities for advanced research in physics, chemistry, metal- 
jorgy,, fuel, glass and ceramics, botany, food, drugs roads, building 


materials, clectronics and atomic energy. 
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$273 million, nearly twice as much as the Second Plan. An 
almost equal amount will be spent for the running expendi- 
tures or the research facilities already started. A sizable 
part of the new development funds is going to agricultural 
research, to atomic energy and to research programmes of the 
various Central Government ministries—such as irrigation 
and power, transport, minerals, etc. 

One of the particular problems India faces is to assure 
the practical use and application of research findings to 
industry and development. The National Research Develop- 
ment Corporation was set up with the object of exploiting 
the results of laboratory research for commercial production. 
However, a large number of Indian inventions are still unused. 
Part of the difficulty has been lack of pilot plant facilities or 
of opportunities to design and manufacture the equipment. 
Another important reason is lack of sufficient liaison with 
or interest on the part of industry, especially in developing 
within India production of equipment formerly imported. 
Other fields of development—transport, construction and 
power—have also been slow to use research findings. 

More pilot and trial manufacturing facilities are being 
provided over the Third Plan and it is hoped that industry, 
through its Development Councils, will make use of Indian ` 
inventions and research findings as an essential part of their 
development. If industrialization is to strike roots of its own 
in India, both industry and government should stimulate 
research and new inventions and encourage the creative 
faculties of scientists, technicians and craftsmen. 

Production within India of scientific instruments is an- 
other important problem. Today, India imports $21 million 
worth of instruments every year, not only for science research 
laboratories, but for use in schools and colleges. A Central 
Scientific Instruments Organization was set up in 1959 to 
survey the needs, technical problems, availability of raw 
materials, quality control, etc. In recent years there has been 
considerable new local manufacturing of scientific instru- 
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ments—about $6 million worth in 1960 alone. To stimulate 
more production, it is urged that government departments 
and educational institutions plan their needs well ahead, 
make them known to manufacturers and place advance 
orders where possible. : 

India has also been working on problems of standardi- 
zation and quality control. Metric weights and measures 
have been introduced and will be the only system recognized 
by law after December 1966. In cooperation with industry, 
national standards have been set for many industrial and 
food products; and quality controls and quality-marking 
systems are to be extended to new fields. These are parti- 
cularly important for the export market, as well as sales 
within India, and, if need be, should be supported by legisla- 
tion. 


ATOMIC ENERGY 

India has its own Atomic Energy Commission set up in 
1948. It is chiefly engaged in developing the use of nuclear 
energy for the production of electrical power, in producing 
isotopes and developing and promoting new uses for them in 
agriculture, biology, industry and medicine. Since India has 
some of the most important deposits of thorium in the world; 
the aim is to base the ultimate nuclear power production in 
the country on thorium, a task which will require long-range 
research and solution of many technical problems. 

In 1956 the Department of Atomic Energy designed and 
built a research reactor of the swimming pool type (‘Apsara’). 
The construction of the Canada-India Reactor of the NRX 
type, a gift from Canada under the Colombo Plan, was com- 
pleted a year ago. This reactor is the largest potential iso- 
tope producer and is specially designed for engineering and 
loop experiments necessary for the design of future power 
reactors and for the testing of materials used in them. A 
third zero energy reactor (‘Zerlina’) for physical experiments 
relating to the core design of the future power reactors has 
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been designed and fabricated in India and went into opera- 
tion in January 1961. 

Work has been started on the design of a prototype power 
reactor with an electrical output of about 15 MW which 
will use natural uranium as fuel, heavy water as moderator, 
and organic as coolant, so that the next step may be taken 
to plan for construction of large nuclear power stations ef 
Indian design and manufacture. 

Research and development work in the field of atomic 
energy is carried out at the Atomic Energy Establishment 
which has a staff of about 1300 graduate scientists and engi- 
neers. Success in the building up of a body of highly trained 
technical personnel needed for development of atomic energy 
has been a most important aspect of the programme, and 200 
post-graduate students, many of them on scholarships, are 
taken every year for training. 
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The increase in agricultural and industrial production requires 
a corresponding increase in transport facilities. Substantial outlays 
have been allocated for expansion of railways, roads, ports and 
shipping. The ship and boats seen here are in Calcutta port. 
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With the expansion of heavy industries, power, coal and machine 
tools, the training of technicians and scientific research figure in the 
core of the plans for industrial development. Here are two trainees 
working on an India-made milling machine at the Heavy Electri- 
cals plant at Bhopal. 


Right : Two research workers at the Indian Institute of Science; 
Bangalore. 
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Not only the industrial plans but programmes of agriculture, 
rural development and social services also require trained personnel 
in vast numbers. Above : A group of gram sevika at the Literacy 
House, Lucknow. 
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KEY TARGETS 
FOR POWER, TRANSPORT AND 
COMMUNICATIONS 
MORE POWER FOR INDUSTRIES AND HOMES 
—Power production more than doubled, to 45,000 
million kWh; and installed power capacity 
doubled, to about 12.7 million kW 
—Rural electrification for 43,000 villages, or nearly 
double the number today 
—Establishment of India’s first nuclear power plant 
with capacity of 150,000 kW 
MORE TRANSPORT FACILITIES 
—Modernization and improvement of railways to 


carry 59% more freight and 15% more passenger 
traffic i 


—25,000 additional miles of surfaced roads 
—Approach roads linking every village with nearest 


main road or railway station 

—Increase of 22% or about 200,000 GRT in Indian 
shipping tonnage 

—Further expansion of port facilities to handle 49 
million tons of cargo traffic 

—Improvement of inland water transport and naviga- 
tional aids 

BETTER COMMUNICATIONS 


—Modernization of airline services, both internal and 
external 


—17,000 additional post offices 

—200,000 new telephones 

.—Medium-wave broadcasting services covering every 
area 
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CHAPTER XI 


POWER, TRANSPORT AND COMMUNICATIONS 


1. POWER DEVELOPMENT 


IN many ways, it is electric power which will determine 
India’s rise from an impoverished bullock-cart economy to 
a stage of self-reliant development. The use of electric power 
—that is, the amount of power consumed per person—is in- 
deed a measure of “development”. By this measure alone, 
India on Independence was one of the least developed coun- 
tries of the world. 

Power was, therefore, given a very high priority in India’s 
plans for development over the last decade, and more 
particularly over the Second Plan when India began its inten- 
sive effort to industrialize. ‘Today, India produces three 
times as much power as it did ten years ago, and has spent 
about $1.7 billion to create power-generating facilities. 

Yet the demand for power is growing so rapidly that 
today it far exceeds supply. Over the past few years power 
shortages have held back industry and transportation and 
from time to time darkened India’s great cities. 

The enormous rise in demand for power is seen clearly 
in the table overleaf. While the rise is sharp in every field, 
what is particularly significant is the tremendous increase in 
the power needs of industry and the steeply rising demand 
for power for irrigation. 

As the table shows, moreover, the most heavy users of 
power are the nation’s industries. Nearly three-fourths of all 
electricity sold to consumers is used by industry. Power deve- 
lopment is thus directly related to industrial development. 
By the end of the Third Plan, India will need well over 
double as much power as it has today. In 15 years, by 1976, 
India will need six times as much. 
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THE GROWING DEMAND FOR POWER, 1950—1965 
(in millions of kilowatt hours) 


Over the First Decade By the end of Third 


1950—1960 Plan 
SSS) SE ZA 
1950 1960-61 S increase 1965-66 VA 
(estimated) ^ 1950— (anticipa- increase 
1960-61 ` ted) over 
1960-61 
ee eee a ee 
For domestic light and 
small power 525 1492 184 3400 128 
For commercial light 
and small power .. 309 870 182 1900 118 
For industry .. e 3984 12,314 209 28,400 131 
Fortraction .. GA 308 449 46 1800 301 
For public lighting ` 60 192 220 400 108 
For irrigation 162 836 416 . 1900 127 
For public water works, 
etc. 189 455 141 900 98 
For auxiliaries, trans- ` 
mission losses, etc. .. 1038 3242 212 6300 94 
OS QURE UST AA 
TOTAL  .. 6575 19,850 202 45,000 127 
milion million million 
kWh kWh kWh 


EE 


ACCOMPLISHMENTS OF THE Last DECADE 

'The First Plan increased India's power generating capa- 
city by about two-thirds, from 2.3 million kilowatts to a 
total of 3.4 million kilowatts. With the Second Plan's heavy 
emphasis on industrial development, this capacity was to be 
doubled by the end of the Second Plan in March, 1961. In 
1958, however, when the Plan was reviewed, the target was 
lowered somewhat and the target actually reached was 5.7 
' million kW. 

The target was reduced mainly because of foreign ex- 
change difficulties that arose during the early years of the 
Second Plan. Also the completion of some of the major 
hydro-electric projects, such as Bhakra-Nangal, Koyna, 
Rihand, Hirakud Stage II, was delayed to some extent. In i 
order to avoid severe power shortages in the early years of ` 
the Third Plan, foreign exchange has already been provided | 
for carrying out the remaining power projects which earlier 
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could not be given top priority for foreign exchange. About 
one-fourth of the government expenditure proposed for 
power in the Third Plan is allocated to completion of pro- 
jects begun in the Second Plan or earlier. 


THIRD PLAN TARGETS 


To run India's industries and transport systems over the 
Third Plan period, and to supply more power for rural elec- 
trification and irrigation, it will, as shown above, be neces- 
sary to produce by 1966 more than double the amount of 
power now being generated. The target is 12.7 million kW 
of power generating capacity. 

To increase capacity so sharply will require Third Plan 
expenditure by government alone of roughly $2182 million 
(Rs. 1039 crores), or more than twice as much as during 
the Second Plan, in addition to the $105 million (Rs. 50 
' crores) investment expected to be made by private utilities. 
Even with expenditures and production of this size, there 
may be power shortages from time to time in some areas. 

The estimates of demand for power by 1965-66 and the 
targets set are based on the industrial development pro- 
gramme proposed for the Third Plan and also upon a study 
made in early 1961, when recurrent local power shortages 
and the urgent appeals of the States for more power, parti- 
cularly for industry and rural electrification, made clear that 
previous estimates would fall far short of actual needs. The 
sharp increases in funds to be spent for power and in the 
target for power development are one of the major changes 
made in the final Plan, as compared to the draft Plan pro- 
posals of a year ago. 


SOURCES OF POWER 

Over half of the new generating capacity to be created 
during the Third Plan will be in steam plants, some- 
what less than half in hydro plants, and nuclear power will 
have made its first beginning, as shown overleaf. 
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How INDIA GENERATES ELECTRIC POWER 


(in million kW) 

i AAA 
Y 1950 1955 1961 1966 
E estimated estimated 
Hydro plant oc od es 0:56 0:94 1:93 5:1 

Steam plant oo 1:59 2-27 3°46 7-08 
Oil plant .. SR o6 go 0:15 0:21 0:31 0-36 
Nuclear plant .. oe vs — — — 0:15 

TOTAL ` 3:42 5:7 12:69 


3 mill EW mill. KW ol, ku mill. kW 


This distribution reflects current analysis of the most 
economical types of power generation adapted to different 
needs and localities. 

The primary sources of energy available in India are 
coal, lignite, water power, uranium and thorium, oil, natural 
and refinery gases. Tidal power, wind power, geo-thermal 
power and solar radiation are other possible sources of elec- 
tricity, but their impact on power development in this coun- 
try has been insignificant so far. 

Coal-fired power stations are well suited for location at 
collieries and coal washeries, since they can use the large 
quantities of low-grade coal produced there and thus cause 
no strain on the transportation system. "They require how- 
ever two to three times as much foreign exchange as hydel 
stations. As a rule hydro generation is cheap, as no fuel is 
needed. Hydel stations, however, take longer to set up and 
cost relatively more to construct, although smaller foreign 
exchange resources are required. By their nature they have 
to be located in relatively remote localities, generally away 
from load centres. 

Recently nuclear power has begun to assume particular 
significance i in India. New uranium deposits have been locat- 
ed in the country and these, combined with India's rich 
deposits of thorium, provide a large reserve of nuclear power. 
Although nuclear plants require heavy expenditures of 
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foreign exchange, their importance in saving on transport 
costs is considerable, since one ton of uranium can produce 
as much electricity as 10,000 to 11,000 tons of coal. Nuclear 
stations offer promise, therefore, for areas remote from coal 
fields where fuel costs are high and alternative cheap hydro- 
power is not available. 

Power generation from oil is at present very costly com- 
pared to coal-fired or hydro-power stations, and moreover 
the diesel oil has to be imported. This type of generation has, 
therefore, to be confined mainly to isolated locations or small 
nursery schemes. 

The average production costs of electricity of hydro, 
coal-fired and diesel power stations are in the neighbourhood 
of 1.2 nP, 3 nP, and 25 nP* per kilowatt-hour respectively. 
The cost of atomic generation estimated at 3.5 to 4 nP 
will be comparable with coal-fired stations in areas remote 
from coal fields. 

Because of the different characteristics of the various 
types of power generation, the Third Plan attempts to achieve 
optimum economy by proper balance in the different modes 
of generation, inter-connecting them as far as possible to 
meet the varying conditions of power demand such as base, 
peak and seasonal loads in a grid. 

Looking ahead to India’s future needs for power, in an- 
other 15 years India will need about 35 million kW of gene- 
rating capacity or about six times as much as today. Accord- 
ing to present estimates, about half of this will be in hydel 
stations and the balance mainly from thermal plants. Over 
the Third Plan and jn the future, larger thermal plants are 


proposed than those India now has, which are small and old - 


and more costly and inefficient than the new larger units 
proposed. Nuclear power is expected to play an increasing 
part in future years. 


*India now has decimal coinage. The Indian rupee eee 21 U.S. cents 
divided intc 100 nP or naye paise (new coins). 
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REDUCING DEPENDENCE ON FOREIGN EXCHANGE 

The foreign exchange required fer the power develop- 
ment programme of the Third Plan is estimated at $672 
million (Rs. 320 crores) or about one-third of the total 
public expenditure on power. About half of the foreign 
equipment needed must be ordered in the first year of the 
Plan. 

Since experience in the Second Plan has accented the 
fact that India's dependence on imports for electrical equip- 
ment is a serious obstacle to rapid development of power, 
and since even during the Third Plan the country will have 
to depend heavily on foreign machinery and equipment, steps 
are being taken to reduce this dependence. India's first heavy 
electrical plant at Bhopal will be completed and expanded 
and additional plants will be built both by government and 
private enterprise. "These, when completed, are expected to 
meet a substantial portion of the country's needs in the Fourth 
Plan for hydraulic and steam turbines, boilers, alternators, 
motors, transformers, switch-gear; etc. 


RESEARCH 

Several aspects of the power programme will require 
continued research attention in the Third Plan. These in- 
clude full investigation and advance planning of hydro- 
electric projects for the future, standardization of equipment, 
systematic load surveys, and research on design and cons- 
truction problems. 


RURAL ELECTRIFICATION 


Demands from rural areas for electricity, especially for 
use in pump irrigation, have greatly increased over the last 
few years. An important aim of the Third Plan is to pro- 
vide more rural power to help develop more rural industries 
and to raise incomes and living standards. 

Even as late as 1956 only 40 per cent of towns with 
10,000—20,000 people had.electricity. By the end of the 
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Third Plan all towns of over 5000 population will be electri- 
fied. The Plan also will double the number of villages (those 
with under 5000 population) which are electrified. By 
1965-66 the total will be about 38,500 villages or nearly 7 
per cent of all such villages. 

To speed rural electrification, a separate unit has been 
Set up in the Central Water and Power Commission for 
initiating and assisting in field surveys and in the installation 
of small hydro plants of 10 to 100 kW each which can be 
set up at a modest cost since they are manufactured in the 
country and do not involve foreign exchange. 

While there is a heavy demand for rural electrification, 
extension of power lines into rural areas is relatively uneco- 
nomic. This is mainly because of the distances between 
villages and the small amount of power used, and because 
demands for power, especially for farming purposes, tend 
to be seasonal. During the Third Plan, special efforts will 
be made to assure that more widespread rural electrification 
will yield its fullest benefits. Coordinated work is needed 
at the district and block levels to stimulate maximum use of 
available power in agriculture and rural industries so that 
electrification, as it spreads, contributes the utmost to in- 
creasing farm production and rural employment. 


PLANNING AND MANAGEMENT OF ELECTRIC UTILITIES 

The Electricity (Supply) Act of 1948 urged that an 
adequate and uniform national power policy be developed 
coordinating the activities of planning agencies, and the con- 
trol and use of India’s power resources. Further inter-State 
collaboration is necessary by the State Electricity Boards, 
which were established under the Act, to make this coordina- 
tion effective. It is also essential that public power facilities 
should earn reasonable profits which can finance future 
development. Effective management—from the planning 
and construction through distribution stages—is being urged, 
and, where necessary, the raising of power rates. 
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2. TRANSPORT AND COMMUNICATIONS 


The experience of these past ten years has highlighted 
the crucial importance of transport and communications in 
economic planning. 

India inherited, on Independence, the largest railroad 
system in Asia. But good as it was, it was not designed or 
in condition to support the enormous and rapidly rising 
demands for transport from a developing economy. More- 
over India's road system, except for a few main highways of 
strategic importance, was inadequate in several ways; and 
India's shipping had barely made a beginning. 

Over the last ten years India has put very sizable funds 
and effort into building up a transport system equal to the 
tremendous demands of a fast developing nation. About 
$3828 million (Rs. 1823 crores) have been spent, more 
than half of it on the railways, which have had to bear most 
of the transport burden. During the First Plan the main 
job was to rehabilitate the transport systems and especially 
the railways, which had deteriorated greatly from the strain 
of the war and Partition. Over the Second Plan, with its 
strong emphasis on industrial growth, the urgent task was 
to develop new carrying capacity in the railroads, in road 
transport and in shipping—primarily to meet the heavy 

"transport needs of new basic industries like coal, iron and 
steel and cement. 

The achievements have been considerable. 'The railways 
today are able to carry twice the freight traffic (and one- 
fourth more passengers) than ten years ago. The amount of 
freight moving by road has tripled; the capacity of India's 
major ports has gone up by 85 per cent. 

But demands for transport have run ahead of supply— 
and serious congestion, especially around the end of the 
First Plan and beginning of the Second, arose both at rail- 
ways and ports and from time to time held back develop- 
ment projects and production. In spite of a vigorous effort 
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over the last few years, the railroads particularly are still 
operating under strain. Local, sometimes severe, traffic 
bottlenecks especially in the chief industrial regions have 
developed from time to time. In short, India has been experi- 
encing what other countries have felt in their early stages of 
development—that demands for transport rise at a far faster 
rate than the rate of national growth or production in any 
one aspect of the economy. This trend is expected to conti- 
nue and as India’s industrialization is intensified during the 
Third Plan transport facilities will probably continue to work 
under strain. 

Looking ahead to the tremendous growth in industries 
proposed for the next five years—especially in coal, steel and 
iron ore—India has therefore set a very high priority on 
further and more rapid development of all forms of transport, 
as a basic necessity to speed widespread economic growth. 

Expenditures for transport and communications will be 
second only to those devoted to industry itself —$3121 mil- 
lion (Rs. 1486 crores) by government alone. In view of 
the urgent needs of the economy and the huge investments 
involved, expansion of transport, as in the past, is mainly 
a responsibility falling upon the government. Private enter- 
prise, however, is expected to spend about $525 million 
(Rs. 250 crores) largely for road transport and shipping. 

Most of the government funds*—about three-fifths—will 
be spent on railway development since the railroads will 


5 *Specifically, the government outlays will be spent as follows : 


$million Rs. crores 
i "ae 89 
Iwa; vie ao ac ES 
Roads id Road Transport .. zo E 21 
Shipping, Ports, etc. .. ec Wa aa n 
Civil Air Transport .. e. aa u = 
Hosts and -Telegraphs v. - We S 
Broadcasting SR e? co 
Tourism, Others oo an sa 34 16 


` TOTAL T $3121 ' Rs.1486 
million crores 
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inevitably have to carry the bulk of heavy goods traffic. A 
special committee, however, is now studying a long-term 
policy for transport development, especially the coordination 
of road and rail transport and the part coastal shipping can 
play to relieve strain on the railroads, and some future 
adjustments may be made. 


RAILWAYS 

The chief aim of the railway development programme in 
the Third Plan is to complete replacements of over-aged stock, 
so far as possible, and provide the additional facilities re- 
quired for the increased traffic. The Plan also will continue 
the work, already well started, of developing domestic manu- 
facture of equipment so that the railways can be increasingly 
self-sufficient. 

Third Plan programmes are being based on an expected 
increase in freight traffic of about 59 per cent within the Plan 
period, to a total of about 245 million tons in 1965-66, or 
two and a half times the volume in 1950-51. About 87 per 
cent of the additional rail traffic now expected will come 
from moving iron and steel, mineral ores, coal and cement. 
The traffic load five years from now cannot, however, be pre- 
cisely estimated since locations of some important industries— 
such as coal fields and fertilizer plants—are not as yet known 
exactly, and the pattern of movement of future goods may 
vary from the recent past. 

The Third Plan, like the Second, plans for a moderate . 
3 per cent per year increase for passenger services. While 
not much can be done to relieve the existing overcrowding 
in trains, some new conveniences—at an austerity standard— 
will be installed at railway stations. 

For railway development in the Third Plan, in addition 
to the proposed allocation of $1869 million, funds available 
from the Railway Depreciation Reserve Fund for current 
replacement will bring the total outlay to $2678 million. 

Just under half of the proposed outlay for railroads will 
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go to providing new rolling stock—locomotives, freight cars 
and passenger coaches—to handle the expected increase in 
traffic and also to replace some over-aged stock. Special 
arrangements are being made for bulk handling of coal and 
iron ore. Development programmes also include substantial 
funds for increasing line capacity—by doubling or partial 
doubling of the existing lines, dieselization, electrification, 
and providing crossing stations, additional loops, yard re- 
modelling, track renewal, bridge works and signalling and 
safety works. Funds are provided for the construction of 
1200 miles of new lines. 

In drawing up the Third Plan programme, an important 
aim is to save on imports and foreign exchange by achieving 
self-sufficiency in railway equipment through greater domes- 
tic production. India already has substantially increased its 
capacity for manufacturing rolling stock within the country 
in the Second Plan. All the steam locomotives, coaches and 
freight cars needed, as well as all mechanical signalling equip- 
ment, are now being made in India—a very significant 
achievement. Plant capacity is being built to produce the 
entire supplies of track materials. As far as possible, efforts 
will be made in the Third Plan period to manufacture diesel 
and electric locomotives and other equipment which are still 
being imported. As an indication of the progress already 
made in developing Indian sources of supply, the foreign 
exchange needed for railway development in the Third Plan 
is estimated at $391 million (Rs. 186 crores), only about half 
as much as in the Second Plan, although the new develop- 
ment programme is somewhat larger. 


ROADS 

As early as 1943, a long-term road development plan 
known commonly as "The Nagpur Plan" Jaid down certain 
broad objectives, in line with India's needs over a period of 
20 years. With the road construction done over the past 
decade, India has exceeded the Nagpur Plan targets both 
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for surfaced and unsurfaced roads. By early 1961, the 
mileage of surfaced roads in the country was an estimated 
144,000 (48 per cent more than in 1950-51) and that of un- 
surfaced roads over 250,000 miles. The road network has, 
however, certain gaps such as unbridged river crossings, sub- 
standard surface, narrow lanes, etc., and about 60 per cent 
of the total mileage consists of unsurfaced dirt roads only, 
many of which become impassable in the rainy season. 
Moreover only a sixth of the national highways are more 
than one lane wide, and hilly and under-developed areas are 
still comparatively poorly served by roads. 

Highways engineers of the State and the Central Govern- 
ments have recently drawn up another 20-year road develop- 
ment plan for the period 1961—81. The broad objective of 
this plan is that no village in a developed and agricultural 
area should remain more than four miles from a surfaced 
road and more than 14 miles from any type of road. 

The broad order of priorities proposed in the new 20- 
year plan is that : (a) on all arterial routes, missing bridges 
should be provided and the road surfaces improved at least 
to one-lane black-topped specification; (b) the main roads in 
the vicinity of large towns should be widened to two lanes or 
more; and (c) the major highways should be at least two 
lanes wide. For rural roads the first job must be their 
improvement to fair weather standard. These priorities have 
served as a general guide for drawing up road development 
programmes in the Third Plan. 

In the Third Plan, the total funds proposed for road 
development are about $680 million (Rs. 324 crores) which 
is slightly more than was allotted in the Second Plan. With 
this amount it may be possible to add about 25,000 miles 
of surfaced roads. Most of the expenditures will be made by 
the States where there has recently been increasing demand 
for district and village roads. Some of the most backward 
areas will spend as much as a third of their total five-year. 

budget on roads. The Central Government will concentrate 
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largely on improving existing national highways, especially 
near congested industrial areas. 

Considerable local road building has been done under 
the programmes of district boards and municipalities, and 
under community development and local works programmes. 
In the Third Plan also, all these programmes will include 
funds for further local road development. 


ROAD TRANSPORT 

Road transport has greatly increased in recent years. In 
the last decade, the number of trucks has doubled and the 
amount of freight carried has more than doubled. Passenger 
traffic has also risen sharply. The increase in both freight 
and passenger traffic would have been considerably greater 
if there had not been a shortage of new trucks and buses, a 
shortage due largely to foreign exchange difficulties. Over 
the Third Plan, freight traffic by road is expected to go up 
even more rapidly than rail traffic— possibly as much as 
120 per cent*. 

Commercial road transport is largely in the hands of pri- 
vate operators. Its expansion depends on progress in the 
manufacture of trucks. The Third Plan target is production of 
60,000 new vehicles, double the production of the Second 
Plan period. Altogether, India expects to have about 285,000 
trucks and 80,000 buses on the roads by 1965-66. Some 
road transport services, handling chiefly passenger traffic, are 
publicly owned, by States or municipalities. About $55 
million (Rs. 26 crores) will be spent on expanding these ser- 
vices and about 7500 vehicles will be added to government 


transport fleets. 


SHIPPING 
Indian shipping has grown substantially over the past 


decade. Despite foreign exchange difficulties, the Second ` 
Plan target of 900,000 GRT—more than double the tonnage 


*As measured in millions of ton-miles. 


CC-0.In Public Domain. Panini Kanya Maha Vidyalaya Collection. 


272  DigtizXOWARBSnA; SRREREDIANT SEU 


ten years ago—has now been reached. However, much 
leeway remains to be made up, for Indian ships at present 
carry only about 8 to 9 per cent of India's overseas trade. 
Development of coastal shipping is also necessary to relieve 
the strain on railroads. 

About $39 million was spent on shipping development 
in the First Plan and about $110 million in the Second 
Plan. A significant step taken during the Second Plan 
period has been the establishment of a non-lapsing shipping 
development fund for granting loans to private shipping com- 
panies to enlarge their fleets. 

For the Third Five Year Plan, the National Shipping 
Board has recommended a target of about 1.4 million tons to 
be reached by 1966. But because of the large amount of 
foreign exchange needed, it has been necessary to limit Third 
Plan expenditure to about $116 million (Rs. 55 crores). 
About $15 million (Rs. 7 crores) more will come from the 
shipping companies. Within this amount, it is expected that 
about 200,000 GRT will be added, aside from replacement 
of over-aged ships. Most of the new tonnage is proposed 
for the overseas trade. How far India can go in developing 
shipping will depend largely on the availability of foreign 


aid for this purpose and its development programme has, at 
this time, to be modest. 


PORTS, HARBOURS AND INLAND WATER TRANSPORT 


Virtually all of the goods India buys or sells overseas 
come in through a few major ports. Port development has 
had, therefore, an important part in India’s Plans. The need 
for development was heightened by the serious congestion at 
the ports in the early years of the Second Plan. Several mea- 
sures were taken at that time to increase port capacity and 
to enable the major ports to handle large-scale imports of 
heavy cargo required for industrial projects in the Second 
Plan. Capacity of the major ports has now been increased 
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to about 37 million tons as compared with 20 million a 
decade ago. 

With the completion of projects most of which are already 
underway, the major ports will reach a total capacity of 
about 49 million tons during the period of the Third Plan. 
The Third Plan's main objective, however, will be to main- 
tain and improve the existing port facilities rather than to 
increase port capacity. Bombay, Calcutta and Visakha- 
patnam are the major ports to be improved. A start will be 
made on fitting two smaller ports for all weather service. 
Third Plan funds proposed for major and minor port deve- 
lopment are $273 million (Rs. 130 crores). This includes 
the contribution likely to be made from the ports own 
resources. 

The Third Plan also allocates some funds to continue 
establishing lighthouses, buoys, radio beacons and other aids 
to navigation. About $13 million (Rs. 6 crores), twice 
the amount provided in the Second Plan, has been set aside 
for development of inland water transport. 


CiviL AIR TRANSPORT 

There has been a rapid expansion of civil air transport 
since Independence. Between 1953, when the air services 
were taken over by government, and 1960, the number of 
passengers carried increased from 460,000 to almost 800,000 
and the miles flown from about 21 million to about 27 mil- 
lion. The Second Plan provided for both the modernization 
and improvement of a number of existing aerodromes and 
for the expansion of the fleet of the two nationally owned 
air corporations—Indian Airlines Corporation (internal ser- 
vice) and Air India International (overseas service). Among 
the more important construction projects undertaken were 
the development of Bombay, Calcutta and Delhi aerodromes 
for the operation of jet aircraft. 

The Third Plan provides $116 million (Rs. 55 crores) 
for civil air transport, about half of it to go for modernization 
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of aerodromes and half for the replacement of Dakota 
aircraft by the Indian Airlines Corporation and the purchase 
by Air India International of more jet aircraft. 


COMMUNICATIONS 

The rising tempo of industry and business has brought 
Sharply rising demands for communication services. For 
example, post offices are now handling 80 per cent more 
mail, and the number of long distance (trunk) calls has in- 
creased five-fold in the past decade. To meet these rising 
demands, communication services have already been expand- 
ed considerably. The number of post offices has more than 
doubled (from 36,000 to 77,000) and the number of tele- 
phone connections nearly tripled (from 168,000 to about 
460,000) over the last ten years. During the Third Plan 
period, it is proposed to provide 17,000 additional post offi- 
ces, and about 200,000 more telephone connections. 

India already has its own factory to produce telephones 
and considerable transmission equipment. It will be expand- 
ed to produce 160,000 instruments a year by 1966, as well 
as additional equipment. As a result India's Posts and Tele- 
graphs Department expects to obtain a great part of its equip- 
ment needs from within India, and only a small amount of 
foreign exchange will. be necessary for Third Plan develop- 
ment. 

India's overseas communication Services—direct radio- 
telegraph, telephone and photo services—have already been 
considerably expanded, and will be developed further during 
the Third Plan. 


TOURISM 

There has been a welcome increase in the number of 
foreign tourists visiting India in recent years. The foreign 
exchange earnings from tourism are estimated to have in- 
creased over four-fold, from $9 million (Rs. 4.2 crores) in 
1950 to about $42 million (Rs. 20 crores) in 1960. There. 
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is also considerably more internal travel. To increase India's 
cultural contacts with other countries as well as to earn 
foreign exchange, developing tourism has a high priority. 


BROADCASTING 

Radio has an important part to play in a still largely illi- 
terate country composed of many diverse peoples. Over the 
past decade, India has therefore been building up its broad- 
casting facilities. During the First Plan, each language area 
was provided with at least one transmitting station. The aim 
in the Second Plan was to extend broadcasting services to as 
wide an area as possible and to strengthen the overseas broad- 
casting services. The Third Plan will make internal cover- 
age more effective by expanding the medium-wave broadcast 
service. An experimental TV system—India's first—has . 
already been installed in Delhi and during the Third Plan a 
television service will be set up in Bombay. To reach the 
rural areas, community listening sets are being provided in a 
large number of villages. 
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KEY TARGETS 
FOR EDUCATION AND THE SOCIAL 
SERVICES 


EDUCATION 


—About 20 million more gi and boys in elemen- 
tary and secondary schools 


—460,000 more students in colleges and technical and 
professional institutions 


—Free education for all children up to 11 years 
—A school within reach of nearly every village 


—A nation-wide programme of merit scholarships 
through higher education 


HEALTH 


—Eradication of malaria, until recently one of India's 
primary health hazards 

—A nation-wide eradication campaign for small-pox, 
and control campaigns for other communicable 
diseases 

—Safe drinking water for most of India’s villages, 
towns and cities 

—A nation-wide rural health service, with at least one 
health centre for every 60—70,000 villagers 

—8200 family planning clinics, and a nation-wide 
high priority campaign on population control 


HOUSING > 


—900,000 new houses under public housing pro- 
grammes 


—Home loans for low and middle income families 


—Slum clearance and improvement Programmes for 
major cities of over 100,000 population 


—A start made on urban planning in 45 cities and 
industrial centres 


—Land acquisition and development in urban areas 


OTHER SOCIAL SERVICES 


—For India's 23 million tribal peoples, development 
through education, economic and social mea- 
sures 


—Special assistance, particularly in education, housing 
and employment to backward classes 


—Expansion of social welfare programmes with spe- 
cial emphasis on children's welfare 
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CHAPTER XII l 
EDUCATION AND THE SOCIAL SERVICES 
1. EDUCATION 


Inp1a’s rise out of its under-developed past is perhaps no- 
where so clearly seen or so significant as it is in the number 
of young people now going to schools and colleges. Ten 
years ago not even half of India's children went to lower 
primary schools, only 5 per cent got to secondary schools, 
less than 1 per cent to colleges. Facilities for training in 
engineering, medicine and other modern professions were 
few. Education generally was the privilege of the relatively 
better off, chiefly from the cities. 

Today, the picture is radically changing, although India 
has still far to go. The demand for education has been 
increasing very sharply, not only in the cities but also in 
rural areas where, with the stimulation of the community 
development programme, villagers have given schools one of 
their highest priorities. Today, nearly 15 million more 
children are in primary schools than ten years ago. Enrol- 
ment in high schools has gone up steeply and is two and a 
half times what it was in 1951 and the demand for college 
level education—including professional and technical train- 
ing—has risen even faster. More than a million young peo- 
ple over 17 are taking higher studies in colleges, universities 
and technical and professional institutions. 

Education is spreading more and more to those groups— 
women, tribal peoples, the depressed castes and classes—for 
whom schooling was once a rarity. For example, while far 
fewer girls than boys go even now to primary schools, espe- 
cially in backward areas, the education of girls is growing, 
as old traditional attitudes give way to a new outlook and 
new opportunities open for educated women. 

Less developed areas, which had long lagged far behind 
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in education, have steadily risen in school enrolment, though 
they still are below the national average. Children of the 
so-called backward classes—Harijans and tribal people—are 
being helped by the hundreds of thousands with scholarships 
and freeships to go to school. 

Over the past decade, merely to keep up with the in- 
coming tide of new students has involved not only substan- 
tial expenditures, but problems of training teachers, build- 
ing and equipping schools and colleges, setting up new insti- 
tutions for engineering, medicine, agriculture and modern 
technology. Moreover, India had long been dissatisfied 
with outmoded school and college systems and teaching and 
examination methods carried over from the past. Since 
Independence, therefore, India has made an equally strong 
effort to improve the quality of education and adapt the edu- 


THE RISING DEMAND FOR EDUCATION 1951 - 66 
enrolments in schools and colleges 
(in millions) 


Ta 
COLLEGES 
(17- 23 Years) 


SECONDARY 
(14-17 Years) 


MIDOLE 
(11-14 Years) 


PRIMARY 
(6-11 Years) 


1950-5 1955-56 gene 1965-66 
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cational system as a whole to teach the new skills and out- 
look needed by an independent developing nation. 
The progress made so far is shown in the following table 


with the Third Plan’s targets for bridging the large gap yet 
to be covered. 


Tue RISING DEMAND FOR EDUCATION : 1950—65 


The First Decade % i 
a j increase PI 
1950-51 1955-56 — 1960-6] in 1960- (proposed 


(estimated) 61 over t ts 
: 1950-51 Em) 


Y. Enrolment in Schools 
(in millions) 


6-11 years 50 19-2 25:2 34:3 78 49:6 
11-14 years Se 3-1 4:3 6:3 103 9-8 
14-17 years — .. 1-2 1-9 2:9 142 4:5 
Per cent in schools 
out of total in age- 
group 
6-11 years a6 43 53 61 78 76 
11-14 years v 13 17 23 103 29 
14-17 years... 5 8 12 142 15 
II. Enrolment in colleges 
(in thousands) 
17-23 years Se 406 108 1052 159 1515 
in Arts, Science 
and Commerce 360 634 900 150 1300 
in Professional . 
and Technical 
institutions .. ` 46 74 152 230 215 
Per cent in colleges 
out of total in age- 
group 
17-23 years Sé 1. 1:59 2:11 159 2:74 
in Arts, Science 
and Commerce 0:9 1:42 1:8 150 2:35 
in Professional 
and Technical 
institutions ` 0:1 0:17 0:3 230 0-39 


WHAT THE THIRD PLAN PROPOSES 


Good as progress has been, much remains to be done to 
put good education within the reach of India’s young people. 
One of the major decisions of the Third Plan is to provide, 
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for the first time in India’s history on a nation-wide scale, 
facilities for free and compulsory education for all children 
6 to 11 years old. Another is to provide far more scholar- 
ships and freeships to enable capable young people, regard- 
less of income or occupation, a chance to rise up the educa- 
tional ladder. Another and far-reaching decision is to put 
far stronger emphasis on science and:technical and vocational 
training in both secondary schools and colleges so that India 
may have more skilled and trained young people to man its 
development programmes. Girls’ education will be especially 
stressed. Training of teachers for all stages of education will 
have a high priority, ‘since today only about two-thirds of 
Indian teachers are trained. 

The Third Plan has allocated a total of about $1023 
million (Rs. 487 crores)* or roughly double the amount 
spent during the Second Plan for all education development 
programmes. This amount does not include the $580 mil- 
lion (Rs. 276 crores) being allocated to technical, vocational 
and professional training. 


ELEMENTARY EDUCATION 


With free and compulsory schooling available for all . 


children 6 to 11 years old, during the next five years, 15 mil- 
lion more pupils will be brought into primary schools—as 
many or even slightly more new pupils than came into the 
schools during all thé last ten years. But there will be prob- 
lems in securing 100 per cent attendance. One of the reasons 
is that the poorer families take their children from school as 


*This includes about $178 million to be provided for pri seconda 
and social education under the community E and 


this excludes the amounts to be spent on technical i 
education. If this amount is added the total would be ell over’ SA lion, 
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Free and universal primary education is one of i 
Principles of India’s Constitution, At the end of “he Thi PETS 
nearly 50 million children of the age-group 6—11 are expected ‘to 


- be at school. The picture above of chil 
: light rain is from CoU Mysore. Bees 
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One of the striking achievements of the years of Independence 
and planned development is the expansion of medical facilities and | 
public health measures. The expectation of life for children born | 
in 1961 has risen to 47 years, compared to about 32 barely a 


dozen years ago. Doctors, nurses and health workers are being 
trained in Jarge numbers. 
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Both in the Constitution and under the development Pians, uplift 
of the backward classes has received special attention. "They are 
helped to own lands, build houses, learn crafts, set themselves up 
in trades and send their children to school. Above: Fibre weavers 
from the fribal area of Koraput, Orissa. 
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Urban and rural housing figures prominently in th 
programmes of the Central and State ees mil e social welfare 
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soon as-they are old enough to earn a little money for the 
family income. Another and major reason is that the pro- 
portion of girls attending school is still relatively.low. Also 
some areas are especially backward. For these reasons, by 
the end of the Third Plan, only-about 76 per cent of all 6 to 
11 years old children will be in school. With boys it is hoped 
to have nearly 90 per cent attendance, but with girls the 
proportion may be only about 60.per cent and in some States 
markedly lower. Even this will be a good step forward : to- 
day about 80 per cent of all boys are in school and only 40 
per cent of aH girls. 

To make sure of the fullest possible attendance, a pri- 
mary school will be set up “within easy walking distance" of 
almost every child. To get more girls into school, there 
will be local school campaigns on women's education direct- 
ed towards parents, an increase in the number of women tea- 
chers, and even appointment of "school mothers" in areas 
where there is still reluctance to accept co-education. It is 
expected that the villages themselves will help—as many 
already have—in a “school-going” drive. Some States, with 
support from the local community, have started a school 
lunch programme and by 1966 it may cover over 3 million 
children. 

To bring some changes into the rote-learning pattern of 
the past, all elementary schools will continue to be oriented 
towards what is called “basic education”. This is a craft- 
centered “learn by doing” system first sponsored by Mahatma 
Gandhi. Sr 

Some 360,000 additional teachers will be needed to pro- 
vide free education for all children in the 6 to 11 age group 
alone. Teacher training facilities, particularly in basic edu- 
cation, will be expanded and strengthened so that by the 
end of the Third Plan at least 3 out of 4 teachers will have 
been trained and trained more fully. Short-term courses are 
being provided for untrained teachers and extension work 
Will be started by teacher training institutions to help 
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improve the quality of primary teaching in nearby schools. 
Although already much has been done, continuing efforts 
will be made to improve teachers' salaries from their former 
appalling low levels, and provide pensions and other benefits 
available to other government servants, in order to step up 
recruitment. 

As was shown in the table earlier, the number of child- 
ren 11 to 14 years old who go to school (to what India calls 
a *middle school") is expected almost to double during the 
Third Plan. Middle school education is not yet widely avail- 
able especially in rural areas and can grow only as primary 
education spreads. Between 1966 and 1976, that is, in the 
course of the Fourth and Fifth Plans, India will begin to 
provide free and compulsory schooling for this age group as 
well, so that the aim set forth in India's Constitution, of 
free education for all children of 6 to 14 years, can be 
fulfilled. Looking at the whole age group 6 to 14, today 
about 49 per cent of them are in school. By 1966 it is hoped 
to have about 59 per cent in school. 


SECONDARY EDUCATION 

Enrolment in secondary schools has expanded faster than 
education at any level below college, as more and more young 
men and women strive for new opportunities in education 
and employment. Free compulsory secondary schooling for 
children over 14 is not yet possible on a nation-wide basis, 
and may not be for another 20 years or more. Most schools 
are privately run, usually with some government grants. 
The main emphasis of the State and Central Governments 
therefore has been to improve the quality of education pro- 
vided, and considerable effort has been made in the last ten 
years to improve and reorganize curricula and teaching 
methods. An important aim has been to make secondary 
schooling more complete and meaningful in itself rather than 
simply a preparation for college entrance examinations. An- 
other aim has been to give it a vocational and practical bias, 
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through the introduction of training in science and crafts as 
key subjects in all higher secondary schools and through 
workshop practice in the new “multi-purpose” schools. 

The three main efforts of the Third Plan will be: to 
provide more facilities for science education, to improve the 
new multi-purpose schools, and to set up more of the new 
“higher” secondary institutions long recommended. 

Considerable work to expand science teaching has already 
been done and by early 1961, general science was being 
taught in nearly all of India’s 17,000 secondary schools. Per- 
haps a third of the schools offer specialized elective courses 
in particular sciences. With about 22,000 secondary schools 
expected by 1966, the Third Plan proposes to introduce 
science far more widely—in compulsory as well as elective 
specialized courses—by providing special assistance for labo- 
ratories, training of teachers and stimulating science clubs. 

In the course of the Second Plan about 1900 secondary 
schools have been converted into “multi-purpose” schools 
which include vocational training, so that students can take 
up courses suited to their aptitudes. The main emphasis in 
the Third Plan will be on improving and developing those 
schools already set up, training teachers for them and open- 
ing only a limited number of new ones. 

A basic reform long urged by leading educators has 
been to convert India’s ordinary secondary schools to 
“higher” secondary schools, with a four-year course instead 
of three. Already one school in five has been made a 
“higher” secondary school. Over the Third Plan it is hoped 
to make it about one in three. 

At present only about one girl in 25 goes to secondary 
school. Yet girls with a high education are urgently needed 
for many kinds of jobs—as primary school teachers, rural 
extension workers, nurses and social workers—and a special 
effort will be made to enrol more girls. 

The expanding secondary schools will need 61,000 more 
teachers by 1966. Although there are now four times more 
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training colleges than a decade ago, far more are needed. 
Nearly 100 new training institutions will be set up, and it 
is hoped that at least three-fourths (against the present two- 
thirds) of all secondary school teachers will be trained by 
1966. The valuable extension services begun in the Second 
Plan in 54 teacher training institutions will be much expand- 
ed to bring new methods and help to secondary school 
teachers in surrounding areas. 


UNIVERSITY EDUCATION 
The tremendous demand for college training has led to 
- very rapid growth of India’s colleges and universities. 

At the end of the Second Plan, India will have 46 uni- 
versities and about 1050 colleges, about double the number 
of ten years ago. The number of students (in arts, science 
and commerce) has increased by about 150 per cent over the 
last ten years—from 360,000 in 1951 to about 900,000 in 
1961. By 1966, there will be about 1.3 million. These 
figures do not include the increasing number of young people 
going to engineering, medical and other professional and 
technical institutions. 

One of India’s real concerns is to raise educational stan- 
dards in the face of this rising tide of students. A University 
Grants Commission was set up in the last years of the First 
Plan to improve the quality of university education. Its 
valuable efforts have included providing facilities for science 
teaching, encouraging even wider adoption of the strongly 
recommended three-year college degree course with its 
integrated liberalized curriculum, improving laboratories and 
libraries, providing for post-graduate studies and research, 
stimulating examination reform, improving teacher-pupil 
ratio, providing scholarships, loans and assistance for hostel 
and staff quarters and raising faculty salaries. 

The Third Plan will continue these valuable efforts on 
an even larger scale, since it is expected that another 12 
universities will be started over the Third Plan period and as 
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many as 70 to 80 new colleges opened every year. Evening 
colleges and correspondence courses will also be started to 
take care of additional students. Scholarships and other spe- 
cial measures will be provided to help encourage more 
women to enter college. At present less than a fifth of all 
college students are girls. Post-graduate facilities will be fur- 
ther expanded in both the sciences and the humanities to 
help provide more college-level teachers. In all colleges and 
universities, one of the main aims will be to expand facilities 
for the teaching of science, the purpose being to raise the 
proportion of science students for India as a whole to about 
40 per cent in order to meet the increased demand in a num- 
ber of different fields : science teachers for schools, students 
for engineering and other technical institutions, and scientists 
for industry. e 

A. very real concern, however, is to divert some of the 
liberal arts and science and commerce students to technical 
and professional institutions, in part to relieve the pressure 
on the colleges, but even more to provide young men and 
women with the specific skills needed for their country's 
development. A key aim of the Third Plan is to set up ade- 
quate technical and professional training institutions. The 
Third Plan proposals for expanding this type of training, so 
important to the country's growth, were given in an earlier 
chapter. 


NEW SCHOLARSHIP PROGRAMME 

India is now spending about $38 million (Rs. 18 crores) 
a year on various scholarship programmes for primary, 
secondary and college students. While many of these scho- 
larships are for young people from backward classes includ- 
ing tribal groups, today about 16 per cent of all students in 
colleges and universities have some form of government 
scholarship or freeship. 

Over the Third Plan, considerable funds, about $74 


million, will be allotted for new scholarships for all groups. 
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A. particular effort will be made to enable bright young stu- 
dents from every walk of life to complete their education 
both in secondary school and college, through a large pro- 
gramme of merit scholarships, carried out by the State and 
Central Governments. This will be in addition to the 
very sizable number of special scholarships and concessions 
(covering 6 to 7 million pupils in elementary and secondary 
schools alone over the Third Plan) provided for scheduled 
castes, scheduled tribes and other backward classes. It is 
also hoped to strengthen the administration of all scholar- 
ship programmes so that they take an increasing number of 
promising young people to the final stages of their educa- 
tion. 


ADULT EDUCATION AND LITERACY 

Literacy has been increasing in India, although more 
slowly than was hoped. The new 1961 Census provisionally 
indicates that, as compared with 17 per cent literacy in 1951 
for the population as a whole, today about 34 per cent of 
all men and 13 per cent of all women are literate. This is 
roughly an overall gain of perhaps 1 per cent a year over 
the decade. 

The chief reason for the slow improvement is that India 
has not made much progress in adult literacy work. This 
work was taken up largely under the community develop- 
ment programme in a general community or “social educa- 
tion" effort, and has had less attention than other aspects 
of that programme. It is hoped to put increasing stress on 
adult literacy work as an essential part of rural develop- 
ment. 


EDUCATIONAL RESEARCH AND OTHER SPECIAL PROGRAMMES 

; Over the past ten years, several national research insti- 
tutions were set up to study “basic” education, audio-visual 
education, social and literacy education, text books and 
vocational guidance. These research groups are now to be 
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combined in a new high-level National Institute of Educa- 
tional Research and Training, as an autonomous body cover- 
ing a wide range of educational research and service pro- 
grammes, and the training of key personnel. Reform of 
India’s rigid examination system in secondary schools and 
colleges is also under study and experiments and research 
will now be carried on in all States. Efforts are also being 
made to coordinate work by the State and Central Govern- 
ments to improve text books and lower their cost. 

Other specialized programmes in the educational field 
that will be promoted over the Third Plan include physical 
education, education of the handicapped, enrichment of 
museums and other cultural activities and development of 
the national and regional languages. These latter pro- 
grammes, like all of education, have a key role to play in 
strengthening national integration and a sense of national 
consciousness and equal citizenship among India's diverse and 
varied peoples who today are seeking their destiny for the 
first time as a unified nation. 


2. HEALTH 


Since Independence, India has pushed hard to improve 
health and health services for its people. The task is an 
enormous one, for pre-Independence India stood among the 
lowest in health standards of all countries in the world. But 
considerable progress, in some fields extraordinary progress, 
has been made. 

One indication is that death rates for the population as 
a whole, and especially for mothers and children (once 
among the highest in any nation), have dropped markedly.* 
Average life expectancy is now estimated to have come up 
to about 42 years, compared to 32 years only a decade 
ago. 

e rts 


pared with 154:6 in 1951; maternal mortality: 12:4 1000 li 
compared with 20 per 1000 in 193 y pes live births, 
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A. notable achievement in the past decade has been the 
nation-wide malaria control programme, which has so sharp- 
ly cut the number of cases from this once widespread disease 
—from 75 million cases a year to about 10 million—that 
malaria can soon be completely eradicated. Another signifi- 
cant achievement is the setting up of a nation-wide rural 
health service which, through local health centres in the com- 
munity development blocks, is bringing some elementary 
medical care to India's villages for the first time in the coun- 
try's history. 

A good beginning has been made, also for the first time, 
to provide that basic essential to health—safe drinking water 
—in rural areas and in many cities long without safe water 
supply systems. Hospital facilities and facilities for training 
medical and health staff have been greatly expanded, and 
public health work and public health engineering have start- 
ed virtually for the first time. In spite of these gains, India 
still, -of course, has a long way to go not only to approach 
the health standards of more advanced nations, but to meet 
minimum health needs, particularly in rural areas. 


THIRD PLAN PROGRAMMES 


The Third Plan will carry on the many health programmes 
which have been started over the last decade and try to 
bring them to full efficiency and effectivenes. The Third 
Plan's particular emphasis will be on preventive public health 
measures—with priority on safe water supply especially in 
rural areas, on complete eradication of malaria and smallpox, 
and on improving rural health services. At least half the 
total health budget will go for these programmes. Because 
of the rapid rate of population growth shown by the new 
1961 Census, family planning will have a very high priority 
as a health programme of greatest national importance and 
urgency. 

_ The tentative total allotment for all health programmes 
in the Third Plan is $718 million (Rs. 342 crores), about 
50 per cent more than in the Second Plan. | 
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RURAL WATER SUPPLY 

Even with concerted efforts over these last ten years, 
there are still many rural areas without safe drinking water. 

The aim during the Third Plan is to make safe drinking 
water available to as large a number -of villages as possible 
throughout the country. This is clearly a difficult aim to 
achieve, and it will take intensive effort and coordination of 
many different agencies—such as the rural development pro- 
gramme, public health engineering services, the State and 
local governments—to achieve it. Altogether some $141 
million (Rs. 67 crores) is allocated to rural water supply 
projects. Priority will go to backward areas and areas not 
yet covered by the full community development programme. 


URBAN WATER SUPPLY 
; Providing safe water supply to towns and cities is an 
` urgent job in India, since few except the largest cities now 
have fully protected water systems. The job is primarily 
the responsibility of the local municipal governments. Be- 
cause, however, of the rapid growth of the urban popula- 
tion, the Central Government has agreed to advance loans 
to enable municipal governments to carry out programmes 
for providing water and improving drainage. 

About 660 city water supply projects, with an estimated 
' cost of $235 million (Rs. 112 crores), were started in the 
Second Plan.. These were designed to provide safe water 
supply to a total city population of 15 million. About two- 
thirds of these projects have been completed. Lack of 
technical personnel, pipes and other materials, as well as 
Jack of organization have held up the rest. These remaining 
projects (numbering about 200) will have to be completed 
during the Third Plan period, and will take most of the 
funds earmarked for city water systems. Funds for new pro- 
jects and the number of new ones that can be started are 
thus necessarily limited. 
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PRIMARY HEALTH UNITS, HOSPITALS AND DISPENSARIES 


In launching its rural health service with “primary” 
health centres in every rural development block, India has 
started what is already one of the largest rural health pro- 
grammes in the world to serve its vast rural population. 

The primary centres which include a dispensary and four 
to six hospital beds, and are intended to be staffed with a 
doctor, nurse-midwives and a sanitarian, are the focal point 
of the ‘rural health service. Started in a small way in the 
First Plan period, by the end of the Second Plan 2800 
such health centres had been established. The centres are 
tied into the community development movement, and will 
be set up in all development blocks» which will number 
5000 by the end of the Third Plan and cover all of India. 

While these centres bring India’s villagers their first 
promise of medical care, they are still far too few for the 
people served. They have also had difficulties in getting their 
full complement of staff, because of the reluctance of train- 
ed medical personnel to serve in rural areas. The number 
of people served per doctor in the rural areas is five times. 
that of the cities. Various expedients—incentive pay, and 
, allowances for rural service, compulsory rural internship 
and service, better quarters and amenities—are proposed to 
solve this serious problem. 

While the number of hospitals and dispensaries and of 
hospital beds has increased—to 13,000 and 186,000 res- 
pectively—over the last ten years, during the Third Plan 
a strong effort will be made to increase the number. These 
facilities are particularly needed in rural areas, since today 
the large majority of hospitals are in towns and cities. It 
is hoped especially to increase the beds and facilities of 
district and sub-divisional hospitals and tie the primary 
health centres into them with the diagnostic and referral 
Services badly needed. 


- COMMUNICABLE DISEASES 


* All of India’s present programmes to control communi- 
cable diseases will be pushed more vigorously in the Third 
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Plan period; but the greatest emphasis will be put on eradi- 
cating malaria and smallpox, two of India's worst and most 
ancient scourges. 

Malaria: Malaria control, the largest and the most 
important programme, was first begun as a nation-wide effort 
in 1953. Even earlier in the Second Plan,. control had suc- 
ceeded so well that it was agreed to convert the control pro- 
gramme into an eradication programme. The eradication of 
malaria has considerable significance, since in the past 
malaria has been responsible for much of the sickness and 
deaths in several parts of the country. 

Smallpox: Because of vaccination campaigns carried 
on over recent yeats, smallpox has been on the decline. 
But seasonally there are outbreaks, and every five to six 
years a serious epidemic. An eradication programme will be 
launched over the Third Plan period, with mass vaccination 
intended to cover the entire population before the next 
cyclical epidemic period, 

Tuberculosis: Recent surveys suggest that while fewer 
people now die of tuberculosis, the rate at which people get 
it remains more or less the same, both in cities and in 
villages. There are 5 million cases in India, of which pos- 
sibly 1.5 million are infectious. 

By the end of the Second Plan, India’s national B.C.G. 
vaccination programme had covered 120 million people; an- 
other 100 million will be covered during the Third Plan. 
It is also proposed to increase the number of T.B. beds, 
and to work towards providing one T.B. clinic for about 
every million people. 

Leprosy: India has about 2 million people suffering 
from leprosy, of whom 20 to 25 per cent are in the infectious 
stages. Today, besides facilities for special treatment, 135 
- centres for leprosy control have been established. By 1965- 
66, it is hoped almost to double this number. A large 
number of voluntary organizations and social workers will 
be associated with anti-leprosy work. Every hospital and 
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primary health centre in the endemic areas will be organized 
as a nucleus for leprosy control. 

Cholera : Cholera has been endemic in India for a very 
long time and has been a source of infection to other coun- 
tries. There are five acutely endemic areas, the most im- 
portant being West Bengal and Orissa. Since India does 
not have adequate personnel, equipment and funds to pro- 
vide pure water supplies immediately in all endemic areas, 
it will undertake a phased programme, concentrating first 
on West Bengal, now unhappily known as the home of* 
cholera. 

Other diseases : 'The Third Plan will intensify its present 
programmes for the control of venereal Uiseases, goitre, filaria 
and trachoma. 


PUBLIC HEALTH SERVICES 

Health education is one of the ways of making people 
change their health habits and is consequently very im- 
portant in India. Health education bureaus have now been 
set up in most States, and studies on health habits have 
started. The Third Plan will stress the training of health 
education specialists, formation of health education units, 
organization of health education services, production of 
health education material, and school health and school- 
feeding programmes. 
TRAINING FACILITIES 

India has steadily expanded its training facilities for 
medical and health personnel over the last ten years. The 
number of medical colleges has gone up from 30 in,1951 
to 51 in 1961, enough to turn out 19,000 doctors during the 
Third Plan. But more medical colleges are needed and it 
is hoped to have 75 in being at the end of the Third Plan, 
graduating about 4800 doctors every year. 

In spite of this increased number, there will still be only 
one doctor for every 6000 people, the ratio prevailing for 
the last ten years or even more. The main problem, how- 
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ever, continues to be the small proportion of doctors work- 
ing in rural areas. 

There is already a serious shortage of 2000 doctors ade- 
quately trained for teaching in the medical colleges and 2500 
more teachers will be needed to meet the additional require- 
ments of the Third Plan. Post-graduate courses in the medi- 
cal schools will be expanded as rapidly as possible over the 
Third Plan to prepare more doctors for teaching posts. 

For other types of health personnel, the shortage is 
even more acute. Training programmes are therefore being 
expanded for nurses, midwives, leprosy workers, tuberculo- 
sis nurses, health epgineering personnel and pharmacists. 
Since 1951, the annual output of nurses has more than 
doubled. By 1966, the target is 4500 nurses graduating 
every year, and 7000 auxiliary nurse-midwives, but this is 
still far below the number India needs. Special funds are 
being given to improve the training under India's indigenous 
systems of medicine. 


FAMILY PLANNING 

Family planning is a key programme for the Third Plan 
and subsequent Five Year Plans and will be undertaken not 
merely as a major development programme, but as a nation- 
wide movement which embodies a basic attitude towards a 
better life for the individual, the family, and the commu- 
nity. The objective—to stabilize the growth of population 
over a reasonable period—is at the very heart of all India's 
plans for development. 

At the same time, family planning, especially in a tradi- 
tional society, admittedly has many complex problems and 
results can only come over:a period. From small begin- 
nings during the First Plan, the programme has expanded 
so that, by early 1961, there were about 550 urban and 
1100 rural family planning clinics, working under the 
general direction of the Central and State Family Planning 
Boards which have now been set up. There is also 
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considerable research being done, under the Indian Council of 
Medical Research, on effective contraceptives, on educa- 
tional, training and communications problems, and on 
demography. There has also been considerable training of 
personnel both in professional and voluntary organizations. 
A Third Plan allotment of $57 million (Rs. 27 crores), or 
six times as much as in the Second Plan, has already been 
made and may be raised to $105 million (Rs. 50 crores) as 
the organization of the programme is expanded and becomes 
able to use larger funds. 

The Third Plan programme will include education and 
motivation for family planning, providing family planning 
services in clinics, health centres and hospitals, especially 
in rural areas; training of general medical and health per- 
sonnel at all levels, as well as specialists in intensive short 
courses as necessary; rapid increase in India’s as yet un- 
Satisfactory rate of production of contraceptives, and every 
possible means will be used for distributing them; and 
continued research in every field from genetics to socio- 
logical problems involved in family planning and to deve- 
lopment of suitable cheap contraceptives. By 1966, 8200 
family planning centres will be set up—three-fourths of 
them in rural areas. 

In carrying out this programme on a nation-wide scale, 
the main task will be to find effective solutions to basic 
problems and mobilize all available agencies for educational 
and extension work in support of family planning. Admi- 
nistrative arrangements in the Centre and States must be 
greatly strengthened to equip thousands of health centres 
with personnel, to develop and produce and distribute sup- 
plies, to enlist private physicians, local “indigenous” doc- 
tors, local midwives, and voluntary agencies in an educa- 
tional and extension service campaign. All these are tasks 
of great size and complexity, and call for urgent careful 
planning from the lowest local level upwards. In addition 
to most careful organizational support from government, it 
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will demand the help of voluntary organizations of all kinds, 


whose work and support is vital to this crucial national 
endeavour. 


3. HOUSING 

Housing India’s millions is a task of Himalayan propor- 
tions. Fortunately in the warm climate many simple struc- 

tures give adequate shelter; nevertheless, in the villages, and 
particularly in the fast-growing cities, providing adequate, 
decent housing and minimum public facilities will clearly 
present serious difficulties for many years to come. In towns 
‘with a population of 20,000 or more the numbers have in- 
creased by over 40 per cent or 18.2 millions over the last 
decade, and in urban areas alone India today is short of 5 
million homes—twice the shortage of ten years ago. 

The rapid growth of population, especially in the towns 
and cities, suggests at least three general considerations for 
housing programmes during the Third Plan. 

First, housing policies must be set in the larger context 
.of the economic development and industrialization which are 
likely over the next two or three decades. Location and 
dispersal of industries, for example, will be of increasing 
importance in the solution of the housing problem. New 
needs will be even greater than the shortages in housing 
inherited from the past, large as these are. 

In the second place, it is necessary to coordinate more 
closely the efforts of all the agencies concerned, whether 
public, cooperative or private. The need to prepare master 
plans for urban areas is urgent and becomes all the greater 
"because they can serve as a means to bring together and get 

:the fullest possible contribution from different agencies. 

Finally, conditions have to be created in which all home- 
‘building programmes, whether public or private, will parti- 
> „cularly serve the needs of the low-income groups. 

During the First and Second Plans, the housing effort 
zmade by both government and private enterprise was on a 
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larger scale than ever before. Government programmes 
concentrated largely on housing for low-income groups and 
industrial workers, although more recently slum clearance 
and improvement, village housing, and land acquisition and 
development were given increasing emphasis. Later, a pro- 
gramme of land acquisition and development was started 
and the nationally-owned Life Insurance Corporation, in 
association with State Governments, began to grant loans for 
middle-income housing. 


THIRD PLAN PROGRAMMES 


The main housing programmes over the Third Plan 
period will be those continued from the Second Plan : hous- 
ing for low-income groups and for various industrial and 
plantation workers; slum clearance and improvement; and 
rural housing. There will however be Special emphasis en 
land acquisition and development, and fresh and concerted 
efforts made to prepare master plans and regional develop- 
ment plans for major. urban and industrial areas. The Third 
Plan has allotted to housing and urban development 
a total of $298 million (Rs. 142 crores). It is hoped to 
secure as much as $126 million (Rs. 60 crores) in State 
housing loans from the Life Insurance Corporation. Nearly 
half a million homes will be built under these programmes. 
This is in addition to such other housing as will be built 
under various other special government funds and agencies 
—through funds provided for backward classes or allocated 
by various ministries and public agencies to house their 
own employees. In all, these special programmes may put 
up about 900,000 additional homes. i 

While there is no estimate of the number of housing units 
that will be put up by private means, it is reckoned that 
private construction may total $2363 million (Rs. 1125 
Crores) as compared with $2100 million over the last five _ 
years. It has also been proposed that Housing Boards be set 
up by the Central and State Governments to help collect 


and channel loan funds to help middle income groups build 
their own homes. 
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HOUSING FOR INDUSTRIAL WORKERS 
A. subsidized housing programme for industrial workers 
was begun by the Central Government in 1952 in which 
private employers, State and municipal governments and 
the workers themselves shared construction and rental costs 
with the help of Central Government loans. About 100,000 
housing units have now been completed at a cost of $95 
million (Rs. 45 crores). The scheme would have made 
greater progress if the rent, even with the subsidy, had not 
- proved comparatively high for workers to pay. The pro- 
gramme has been reviewed and modified recently to provide 
niore flexibility on types of housing and credit terms and en- 
courage more participation by employers, so that the pro- 
gramme can make a more substantial contribution to the 
' growing problem of housing industrial workers. 
HOUSING FOR LOW-INCOME GROUPS 
Under the low-income housing programmes operated by . 
the State Governments since 1954, government loans to indi- 
viduals for about 85,000 houses have been provided. In the 
course of the Second Plan about 53,000 houses were com- 
pleted. There is considerable demand for loans under this 
programme, especially in towns where developed sites are 
available. The main benefits have, however, so far gone 
to families in the upper brackets of the low-income groups, 
. and it is proposed that about a third of the funds from gov- 
ernment be earmarked to a greater extent for the very low- 
income groups in whose housing an element of subsidy is 
indispensable. The aim is to keep rents within $2 to $2.50 
(Rs. 10-12) a month. About $42 million (Rs. 20 crores) 
in housing loans out of the total of $126 million to be made 
available by the Life Insurance Corporation may go for 
middle-income groups. 
SLUM CLEARANCE AND IMPROVEMENT 


As India’s cities continue to swell in population, espe- 
cially with the influx of job-seekers from the villages, the 
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problem of preventing the growth of slums, as well as of 
slum clearance and improvement, has become critical. 
Immediate short-term solutions are necessary as well as 
long-range planning. 

Slum clearance was started in a small way over the 
Second Plan, and projects priced at $40 million (Rs. 19 
crores) were started, designed ultimately to house over 
58,000 families. Only about 18,000 homes have so far 
been completed. The delays resulted from problems of 
land acquisition, as well as from the reluctance of slum 
dwellers to move or to pay slightly higher though still sub- 
sidized rents in the new housing provided. In addition to 
planning for slum clearance, the recent policy therefore has 
been to stress improvement of existing slums, to relieve im- 
mediate acute distress through such measures as providing 
safe water, sanitation, adequate streets and lighting to the 

_ present slum colonies. Larger resources were provided as 
an immediate priority for six major cities*. 

Over the Third Plan all cities with 100,000 population 
or more (India has 115 such cities) will be included in the 
slum clearance and improvement programme, with greater 
emphasis on providing minimum facilities to slum areas that 
may not be cleared in the near future. 


URBAN PLANNING 

Over the past five years the need for urban and regional 
planning has become widely recognized in India as a basic 
factor in economic growth as well as social justice. Rapid 
population increases and the speed of industrialization in 
the cities have accentuated the need and with it the con- 
cern for long-range planning. Urbanization is inevitable, 
indeed a part of the process of economic growth, closely 
connected with the rise of industries as well as other factors. 
To offset the evils of urbanization, however, there are essen- 
tial steps to be taken. One of these is to plan the location 

*Calcutta, Bombay, Delhi, Madras, Kanpur and Ahmedabad. 
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of industries more specifically to avoid the intense conges- 
tion and the resulting social problems. As India sees it, the 
broad objective for the future is to locate new industries 
away from large and congested cities and stress planning of 
industrial regions as a whole, and in both urban and rural 
areas to diversify and balance the types and sizes of 
industry. 

In addition, to offset the high social and economic cost 
of urbanization, the Third Plan urges that four major lines of 
action be undertaken over the next five years to set a pro- 
per course for the future. These are : to control urban land 
values through proper acquisition, development and sale of 
land; to prepare master plans to assure optimum use of land; 
to define tolerable minimum standards for public facilities and 
amenities; and to strengthen local municipal administration 
for undertaking new development responsibilities. 

High land prices and land speculation raise the costs of 
housing and public services in urban areas. Specific 
measures to check the rise in land values are necessary; 
such as government acquisition and development of land, 
taxes on land transfers; and taxes on land held vacant; as 
well as ceilings on plot size and on the number of plots a 
single party may hold. The Third Plan has allocated $55 mil- 
lion (Rs. 26 crores) for land acquisition and development 
and expects 15,600 acres to be acquired. 

The Third Plan has named over 45 cities and five “re- 
sources areas" where, because they are important and grow- 
ing industrial and commercial centres or State capitals, 
master plans should be started in the Third Plan, or as early 
as possible in view of the limited number of town planning 
personnel available. Some Third Plan funds have been pro- 
vided for assisting the State Governments in drawing up 
these plans. Delhi, one of the cities named, has already had 
its master plan drawn up, and Greater Calcutta begins its 
planning this year. Some other cities are expected to follow 
suit shortly. 
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RURAL HOUSING 

Improvement in village housing can help not only to 
raise the level of rural living but to broaden and transform 
rural outlook and opportunities. As such, rural housing 
programmes form a basic aspect of rural development as a 
whole. 

The Second Plan made a small beginning in rural hous- 
ing. A village housing programme, started in 1957, in- 
cludes planning the layouts of selected groups of four to six 
cooperating villages, and individual home loans for up to two- 
thirds of the cost of construction, including the cost of land, 
subject to a maximum of Rs. 2000 per house. 

About 3700 villages have been selected so far under the 
scheme, and plans have been drawn up for 1600 of them. 
Loans have been approved for over 15,000 new homes; 
3000 are already built. Six research-cum-training centres have 
been established for the purpose of promoting research in 
improving building materials and construction techniques, 
and for training personnel required for village planning and 
State Governments’ technical and engineering field staff. 
Under the Third Plan, the programme is to be linked more 
closely with the community development movement and 
work in close coordination with other rural improvement 
projects for roads, water supply, school and health facilities, 
etc. Greater attention will be given to the setting up of 
local brick kilns, manufacture of building components, ex- 
tension of areas for building new houses and improvement 
of housing conditions for agricultural workers, especially the 
landless. 


4. LABOUR POLICY 


As yet relatively few of India's workers are in industry 
—less than 5 per cent, about 74 million out of a total labour 
force of 165 million. The great majority of workers are en- 
gaged in farming. Most industrial workers moreover are in 
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relatively small industries. Only about 3 million are organized 
in labour unions. 

Yet as India pushes ahead with industrialization in both 
public and privately owned plants, a fair labour policy is a 
very important aspect of development. Fair wages, improv- 
ed working conditions, good labour-management relations, 
social and employment security, workers’ education, a sharp 
rise in productivity—all these are basic to securing not only 
the rapid and peaceful growth of industry, but a fair deal 
for labour in the growth of the country as a whole. 

The coming of Independence marked a new day for 
Indian labour, and India’s Constitution gave long-needed 
recognition to their economic rights. Over the past ten 
years with the active participation and encouragement of 
the government, and in joint consultation with management 
and labour, a body of principles and practices has grown 
up that represents the common opinion of all major parties, 
and has the strength and character of a national, if volun- 
tary, policy. Joint Committees (of labour, management 
and government) headed by a joint Indian Labour Confer- 
ence have been set up to help shape and carry out policies. 

The two aims of India’s labour policy over the Third 
Plan, as in the past, are on the one hand to keep the indus- 
trial peace conducive to higher output, and on the other to 
assure a fair deal for workers. As India sees it, its industrial 
growth is not merely a question of production, but the good 
of all engaged in it. 

To promote industrial peace over the years since Inde- 
pendence, the government has assumed responsibility for 
providing facilities for amicable settlement of disputes and 
outstanding disputes are referred to tribunals. It has also 
assumed powers of intervention if these methods fail. This 
system has helped check the growth of labour unrest and 
given workers benefits and security they might not otherwise 
have gained. But at the same time, the spirit of litigation grew 
and delays in legal settlements created wide dissatisfaction. 
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A new and more positive approach was therefore adopted, 
based on moral rather than legal sanctions. The emphasis 
today is on preventing unrest by timely action and by giving 
more concentrated attention to its basic causes. 

A. Code of Discipline in Industry was put into effect in 
mid-1958. It applies both to public and private enter- 
prises and has been accepted voluntarily by all the Central 
organizations of employers and workers. The Code lays 
down specific obligations for both mangement and labour, 
with the object of promoting constructive cooperation be- 
tween their representatives at all levels. 'The Code's intent is 
to avoid strikes as well as litigation, settle disputes and 
grievances by mutual negotiations and voluntary arbitration, 
encourage the free growth of trade unions, and eliminate all 
forms of coercion and violence in industrial relations. So 
far results are encouraging. There have been fewer strikes 
(other factors than the Code are also responsible for this) 
and a general improvement in the climate of industrial rela- 
tions. The Code will continue to be the basis for industrial 
relations over the Third Plan. Greater awareness of the 
responsibilities and obligations on both sides is needed, as is 
greater emphasis on grievance procedures and on private 
voluntary settlements rather than on recourse to tribunals 
and adjudication. 

Another step taken during the Second Plan was to deve- 
lop Joint Management Councils as a form of workers’ par- 
ticipation in management, to give to the workers a sense of 
“belonging” and to stimulate their interest in higher produc- 
tivity. Twenty-three Councils have been set up so far. 
Their main function is to bring about mutual consultation 
between employers and workers over many important issues 
which affect industrial relations. Although they have been 
in Operation only a short time and a more careful study of 
their working has to be made, the results so far have been 
heartening. A major programme of the Third Plan is to 
extend these Councils so that they become a normal feature 
of industry, both public and private. 
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Most industrial workers in India are either illiterate or 
have only fairly elementary schooling. During the Second 
Plan, the government initiated a programme of workers’ 
education carried out through a semi-autonomous board. 
Run with the cooperation of all the employers’ and workers’ 
organizations, it has made a good start and is increasingly 
appreciated. Large-scale expansion of this education pro- 
gramme is proposed over the Third Plan. 

Inter-union rivalry in India has had well-known and 
unhappy consequences. To some extent the Code of Con- 
duct which was drawn up and accepted by representatives 
of workers’ organizations two years ago, has helped lessen 
inter-union rivalries. It is hoped that with the spread of 
education among workers, trade union leaders will come 
more often from within the rank-and-file, rather than from 
outside, as is the case today. This education will then help 
the unions to adapt their outlook, functions and methods to 
today’s needs and responsibilities. Unions may then expect 
to be a still more integral and responsible part of the indus- 
trial system. 

Wages in major organized Indian industries are deter- 
mined primarily by collective bargaining, arbitration, con- 
ciliation and adjudication. In some industries, tripartite 
wage boards have been given this responsibility. Both 
labour and management have agreed to accept unanimous 
decisions of the boards. Wage board proposals in respect 
of certain industries—cotton textiles, cement and sugar 
refining—are already being carried out. Wage boards have 
also been appointed for the jute and plantation industries 
and similar boards will be set up for the iron and steel 
industry and in such other industries as may be feasible. 

India has minimum wages legislation for certain workers 
both in industry and agriculture. So far, because of inade- 
quate enforcement, this law has not been effective in many 
cases, and the enforcement machinery needs strengthening. 

Social security: There are two principal social security 
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schemes for factory workers. One is the Employees' State 
Insurance Scheme, a pioneer measure of social and health 
insurance for India. It now serves about 1.7 million work- 
ers and its coverage will be doubled over the Third Plan, to 
3 million. In the centres now operating (there are about 
100), medical benefits will be extended in all these centres 
to the workers' families. The other scheme is an Employees' 
Provident Fund, which now covers over 3 million factory 
workers in 58 industries. Over the Third Plan it will be 
extended to commercial firms and to a number of new indus- 
tries which can bear the cost. 

Working conditions : Various laws exist to protect the 
safety and welfare of industrial workers, but far better en- 
forcement is needed. A National Mines Safety Council is 
proposed for the mining industry, where safety precautions, 
education and health protection are particularly necessary. 

Employment exchanges: Over the Second Plan, India 
expanded its network of employment exchanges and hopes 
to have one in every district (about 300 in all) by 1966, 
and also make some start on rural employment exchanges. 

Productivity : Low productivity has characterized much 
of Indian industry in the past. For India's full development, 
it is essential both to raise levels of worker productivity and 
to provide workers with better wages, living standards and 
working conditions. Without greater productivity, neither 
laws, industrial strife, nor government intervention can help 
the workers realize their aspirations for a better life. 

In this important field of productivity, management has 
to give the lead in using efficient methods and machinery, 
providing good working conditions and training, and in 
eliminating all unjustifiable practices which now act as 
"disincentives" to workers. 

Vital reforms cannot be secured without the goodwill 
and understanding of the workers. Incentives should be 
aimed at the group no less than the individual. It is hoped 
that industry, trade unions and government together can 
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ensure that every worker whether new or already on the job 
can receive adequate training to acquire the necessary skill 
and efficiency. Where new “rationalized” methods and 
machinery displace workers, providing re-training and trans- 
fer to other jobs will help create a favourable environment. 
Funds are being provided by the Third Plan for such re-train- 
ing and replacement. India’s National Productivity Council 
has helped work out a basis for cooperation on productivity, 
and a Code of Efficiency and Welfare is being considered. 

Labour relations research, on which India has made a 
beginning, particularly over the last few years, will be con- 
stantly strengthened and expanded with the cooperation of 
labour, management, government and universities and re- 
search organizations. In the early stages of industrialization, 
research today can play an important part in shaping future 
labour policy and patterns. 


5. WELFARE PROGRAMMES 


WELFARE OF BACKWARD CLASSES 

In addition to its development programmes for the wel- 
fare of the nation as a whole, India must also give special 
attention to those groups which are backward or depressed 
or have special handicaps, in order to bring them up to the 
level of the rest. 

Among these groups are India's tribal people, who num- 
ber over 22.5 million* and have a traditionally rich and 
varied culture dating from ancient times. Another even 
larger group are the Harijans** (once called *untouch- 
ables") who today number nearly 55 million and most of 
whom are landless agricultural labourers. And there are 
other weak or backward classes for whom special develop- 
"ment and welfare programmes are as yet necessary. 


———— € 
: *1951 Census figure. 1961 Census data not yet available for tribal popu- 
ation. 
** Harijan means ‘child of God’, a name given by Mahatma Gandhi to those 
once called the untouchables. 
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Welfare programmes for these groups have been a con- 
sistent and significant part of India's Five Year Plans and are 
intended chiefly to give the additional aid necessary to help 
them overcome their special handicaps and make a rapid 
all-round advance integrated to the development of the 
country as a whole. 

The success so far achieved is difficult to measure. What 
is clear is that the problem of raising the living standards of 
these groups is much more complex than had been realized 
earlier and calls for long sustained effort. Special safeguards 
embodied in India's Constitution for these backward groups 
have now been extended for another ten years. It is hoped 
that during this period, considerably more progress can be 
made in bringing these groups up to the level of the com- 
munity as a whole, although the problem is one that has 
no easy and quick solution. The Third Plan will continue 
welfare programmes for these groups with particular em- 
phasis on education and economic development. In all, 
Centre and State expenditures on all programmes for back- 
ward classes will total $239 million (Rs. 114 crores) over 
the Third Plan. 

India's tribal people present a special and challenging 
problem. India believes that these people should be helped 
to develop according to their own particular genius, with 
full respect for their own traditional arts and culture and 
without pressure and imposition from outside. Further, any 
development programme for them should, as much as possible, 
be done through workers drawn from the tribal people them- 
selves, and be specifically adapted to their needs. 

The chief problem of the tribal people is to give them 
better economic and employment opportunities in their 
traditional work—forestry, hunting and fishing—and to en- 
courage those who now practise shifting cultivation to adopt 
improved farming techniques and soil conservation 
measures. Efforts to prevent exploitation by outsiders of 
tribal Jands and of fishing and hunting and forestry rights, 
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have not always worked well and need to be strengthened. 
Other needs of the tribal people are for health and medical 
facilities and for safe drinking water supplies. While over 
the past ten years roads and communications in the formerly 
isolated tribal areas have improved enough to be no longer 
an acute problem, more work must be done. 

About 300 new tribal “development blocks”, in addition 
to the 40 or so already started, will be placed in areas where 
tribal population is most concentrated; their work pro- 
grammes and budgets are to be made flexible enough to 
adapt to local needs and concentrate chiefly on economic 
programmes, along with education and social services. All 
staff of these projects will be given special training for tribal 
work. Shortage of enough trained workers has so far been 
a handicap. Continued effort will be made to encourage co- 
operatives, especially among forest workers, and to provide 
safe drinking water and further health services. Tribal 
people have indicated they do not want alien “modern” 
housing, and it will not be pressed. 

Education is a very important aspect of the development 
of tribal people and, in addition to the free primary schools 
to be provided throughout India, the Third Plan provides 
for scholarships and freeships for tribal youngsters for 
“middle” and secondary education and for technical train- 
ing. Where big new industrial projects are being located 
in tribal areas, the tribal people are to be helped with train- 
ing and education to make the transition to an industrial 
environment and employment without serious social 
disorganization. 

Economic rehabilitation of the former so-called “crimi- 
nal" tribes, though these are few in number, represents a 
special problem which will receive considerable direct gov- 
ernment assistance and concern. 

India’s Harijans and other so-called depressed “sche- 
duled” castes have both economic and social problems which 
require special attention. During India’s Independence 
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struggle, especially under the leadership of Mahatma 
Gandhi, abolition of untouchability became an integral part 
of the social reform movement, and new India’s Constitution 
forbade the practice of untouchability in any form. Con- 
siderable State and local legislation also has been enacted 
to assure the depressed groups fairer representation in 
government and other employment and in democratic bodies 
and agencies. 

With the help of a growing public support, some of the 
more acute aspects of discrimination are passing and many 
of the social disabilities that remain are to a large extent due 
to economic backwardness. Since Independence, moreover, 
special programmes sponsored by the State and Central 
Governments, and through voluntary private organizations, 
have deliberately attempted to bring new and fairer oppor- 
tunities to these long under-privileged groups. To a far 
larger extent than for tribal people, however, the welfare 
of these groups, who live intermixed with the general popu- 
lation, is bound up in the growth of the economy as a whole 
and a deeper sense of community responsibility. The Third 
Plan provides $84 million for special programmes for the 
scheduled caste groups.* 

The two major efforts so far have been to spread edu- 
cation and provide better economic opportunities. Millions 
of children from these groups are now in primary or second- 
ary schools, nearly 900,000 of them on special scholarships. 
Over the Second Plan, 40,000. were helped with scholar- 
ships to go to college. 

Over the Third Plan such scholarships will be continued 
and expanded; but there is real concern that education be 
more diversified and vocational in content so that these 
students can fill the scientific, technical and professional 
jobs now held open for them by law rather than seek mere- ` 
ly clerical employment. Further, scholarship programmes 


*As compared to $15 million in the First Plan and $59 million in the Second. 
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need to be administered so that they do not merely disburse 
funds but actively promote and follow up the education of 
the young people aided. 

Economic help is of very great importance. Here agri- 
cultural programmes have had and will have priority, since 
that is the major occupation of these groups. Since almost 
all are landless, distribution of more land and better quality 
land, and provision of adequate farm loans and technical 
assistance to help develop the land are proposed. Provid- 
ing housing and housing sites, especially for the sweepers, 
scavengers and tanners and for landless farm workers, who 
together make up the larger majority among Harijans, has 
already been an important part of the programme and will 
continue to be so. Private voluntary organizations devoted 
to Harijan welfare are also being given special assistance to 
help set up schools, training institutions and other pro- 
grammes, as well as to educate public opinion. 


SOcIAL WELFARE 

Over the recent years, social welfare programmes, many 
of them carried out by voluntary organizations with the 
assistance of the Central and State Governments, have deve- 
loped as an integral part of India’s planning. These pro- 
grammes have included the welfare projects for rural women 
and children which were undertaken by the Central and State 
Social Welfare Boards and which for almost the first time 
brought village women some basic social and welfare ser- 
vices; care of orphaned and handicapped children, and of 
rescued and destitute women; after-care services for prisoners 
and delinquents, and other welfare schemes. Although in 
relation to India’s need, the programmes were few and 
small, indeed, they have made an important contribution to 
India’s welfare services. Moreover, in drawing large num- 
bers of voluntary workers, especially women, into the field 
of creative social services, the community has been enrich- 
ed and strengthened. 
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In India, the main burden of social work has necessarily 
to be borne by voluntary organizations. The Central Social 
Welfare Board, organized in 1953 as a semi-autonomous 
body, has assisted more than 6000 voluntary organizations, 
most of them concerned with women’s and children’s wel- 
fare, in carrying out social service programmes throughout 
the country. The Board also established 470 of the rural 
welfare projects for women and children, the majority of 
which were set up in coordination with the community deve- 
lopment programmes. These will be continued over the Third 
Plan. About 1700 more rural welfare centres will be set up 
in project areas and run by local women’s groups in the 

ages. 

The Third Plan provides $59 million (Rs. 28 crores) for 
social welfare. Nearly half of this will go to programmes of 
the Central Social Welfare Board (including the extension 
welfare projects) and programmes of the 6000 voluntary 
agencies which the Board will assist by grants. 

An additional $6 million will be spent on child welfare 
programmes, for the highest priority of the Third Plan social 
welfare activities will be child welfare. Most welfare work 
should, it is felt, have a child welfare bias. In each State 
a pilot welfare project for children will be undertaken to co- 
ordinate and expand social service available for children. 

For persons suffering from physical or other handicaps, 
there will be a small beginning to help them get training, 
employment and some modest social security assistance. A 
systematic attack will be made on the problem of beggary, 
especially child beggary. Prevention of juvenile delinquency 
and suppression of immoral traffic will have priority among 
what India calls its “social defence” programmes. Volun- 
tary agencies will also try to develop community services for 
assisting various groups as far as possible in their family and 
social settings instead of concentrating on residential insti- 
tutional services. 

Living conditions in the congested cities present many 
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and often acute social welfare problems. A programme of 

urban community development based on mutual self-help 
can do a great deal to improve these conditions. In recent 

years, a pilot project of this kind was started in Delhi, and 

has provided useful experience which is to be applied in 

other cities, beginning on a small scale to gain experience 

and train workers. Ahmedabad has already started such 

a programme. 

Resettlement and rehabilitation of nearly 9 million 
refugees from Pakistan, most of whom came at the time of 
Partition in 1947, has been a large problem for India over 
the past decade. Over $500 million have been spent. Happily, 
for the most part today the major tasks of rehabilitating 
these displaced people are coming to an end. For re- 
settlement and assistance for those who more recently have 
come into West Bengal from East Pakistan, $84 million 
have now been allocated, and it is hoped that over the Third 
Plan the major problems will have been resolved of help- 
ing these people build the foundation of a new life. 
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Un 
— —exploration and exploiting of, 51, 


Administration, 


— imports of, 19 
— —plants, generation of electric power 
through, 262-63 


——reserves of, 10 
Oilseeds, 46, 66, 75, 93, 172 
Open market purchase of grains, 76 


P 


Panchayat Samitis, 184-85, 204 

E aj— 

— —and community development, 185 

—-—legislation for, 184-85 

Panchayats, 158 

——funds for, 182 

——in the Community Development 
programme, 182, 184 


Panchayats— : z 

TUS le in increasing farm production, 
1 

—soil conservation 
through, 202-3 3 

Passenger cars/coaches (railway), 225, 
227, 234, 235 

Personal income-tax, 120 


251 
P.L. 480, 75, 


programmes 


> 
112, 118 A 
—Foodgrains and Farm Commodities 

ent, 138 
— imports, 129 
— supply of foodgrains under, 73 
Planning Commission, 22-23 
— committee studying income and 
wealth distribution, 35 

Plant protection, programmes for, 179 
Poland, aid during Third Plan, 138 
Polytechnics, expansion of, 100, 160 
Population, problem of, 13-16 


o 

— and harbours, programmes for, 
212-13 

Post and telegraph offices, expansion 
of, 53, 99, 274 

Poultry development, 95 

Power, 52 

— development of, 52, 259-63 

— direct foreign exchange needs 
of, 130 

——expenditure for generation of, 261 

—future needs for, 2 

——investment on, 87 


Se E in 1976, 259 


——S0 

——target, 98, 261 

Price— 

——controls, 35, 75-77 

—— index, rise in, 60 

— policy, its effects, 176 
Primary health centres, 290 
Private— 

—— enterprise, large-scale, 36-37 
— investments, 126 , 
Producer goods, 49-50 
Projects, problems of costs, 145 
Public — 

——cooperation, 148 
——enterprise, development of, 40 
—enterprises, 118, 123, 143 
— health engineering, 288 
——health services, 292 
——works programmes, 69 
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Quota restrictions, removal of, 134 


R 


Railway— 

——Depreciation Reserve Fund, 268 
—— equipment, imports of, 19 

gp; oling Stock and components, 


Railways— 

——administration of, 143-44 
———contribution, 123 
——development programme, 268-69 
———expansion, 98, 266 
—expenditure on, 267 

—new employment expected in, 153 
———traffic, increase in freight, 266 
——— — increase in passenger, 266 
Raw materials— 

——Ximports of, 19 

—shortage of, 51, 113 

Rayon and staple fibre, 231, 240 
Reactor— 


——Apsara, 255 
—Zerlina, 255 
Reforestation, 68, 156 
Refugees— 


—expenditure on, 311 

—— rehabilitation of, 311 

Regional planning, 299 

Rents, laws regulating, 210 ^ 

Research in science and technology, 
253-55 

Rice, 45, 171-72 . 

Rinderpest eradication campaign, 193 

River valleys, development of, 203 

Road— 

——building, 68, 156 

Ee SE for, 210 

———increase in freight movin 266 

Roads, 269-71 SE 

——and road transport, expenditure 


on, 2 
SE E (1961-81) development plan 
r, 


or, 

Rourkela Steel Plant, 95, 150, 223 
Rural— 
——areas, creation of jobs in, 153 
——cooperatives, development, 186 
——lectrification, 52,- 264-65 
—mployment exchanges, starting 

of, 304 
——health service, 54, 101 


DigitPOAWARDSSANSE ERENT ECON E Noo) 


Rural— 

—housing, 55, 101, 301 

——programmes, funds for, 45, 175 

—public works programme, 68, 102, 
155-56 : 

—water supply projects, 290 


S 


Saline lands, reclamation of, 203 
Savings, increase in the rate, 73, 114, 


Scheduled castes. See also Harijans 
Scheduled— 
——castes, 286, 309, 310 
——tribes, 286-87, 308, 310 
Scholarships, 253, 256, 285-86 
School feeding programmes, 148, 292 
Schools— x 
—elementary, expansion of, 54 
—high, expansion of, 54 
— higher secondary, 54, 283 
—— multi-purpose, 283 
Scientific— 
—and technical education, 
level of, 17 
See technological research, 52, 


rising 


——instruments, 254 

—personnel, need for, 162 

—research, funds for, 253-54 

——programmes of, 253-55 

Scientists Pool, 162 

Scooters, 227, 234 

Second Five Year Plan, 12, 18, 45-47, 
56-60, 73, 74, 81, 83, 113, 118, 120, 
121, 124, 129, 132, 136, 152 

Security of tenure, legislation for, 210 

Seed farms, 47 

Shipping— —— 

——administration of, 143 

—development, First Plan, 272 

——-—Second Plan expenditure 
on, Zen M F 

—— n programmes for, 
271-72 i 

— ports, etc., Third Plan government 
expenditure on, 267 

—-—tonnage, increase in, 53 

Silk production, 243, 246 J 

Skilled— 


——foremen , shortage of, 145 
——supervisors, shortage of, 145 

— workers, need for, 100 

—— ———training of, 161 

Slum clearance and improvement, 35, 


Smali— 
—— industries, investment in, 242 
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Small industries, role in employment, 
68, 153, 154 

—— —Service Institute, 51, 244 

—— ——Service Institutes and Exten- 
sion Centres, 161 

—savings, 118, 122-23 

—scale industries, 97, 242-24 

Social— : 

— services, 54-55, 87, 99 

— welfare, 148, 309-10 : 

Socialist pattern of society, definition 
of, 28-30 

Soil conservation, 9, 47-48, 91, 156, 
175, 177, 202-4 zt 

zone radiation, as source of electricity, 


South America, developing economic 
relations with, 134 

State— 

——Family Planning Boards, 294-95 

—— Trading Corporation, 134 » 

Statisticians, facilities for training, 


Steel, 1, 19, 27, 38, 49, 50, 62, 66, 76, 
97, 143, 218, 222, 232 

Storage— 

——equipment, need for, 70 

—— facilities, 76 

Strikes, avoidance of, 302 

Structural fabrications, 234 

Sugar, 49, 70, 97, 225, 241 

Sulphur-bearing pyrites deposits, €x- 
ploitation of, 252 

Sulphuric acid, 49, 97, 229, 237 

Surgical instruments, 234 

Switzerland, aid from, 138 

Synthetic rubber, 239 


T 


Take ofn point of an economy, 19 
ax— 

——collection, improvement of, 120 
—— evasion, dealing with, 34 
——laws, tightening of, 69 ` 
penes ratio to national income 


— — system, extension and improvement 


ot, 

Taxation— 

——incentive, 40 : 

—— proportion of national income 
taken off as, 120 

—— proposals for Third Plan, 118-22 

——revenues from, 121-22 

Tea, 11, 66, 133 

"Teachers, need for, 100, 114 
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Teachers’ training institutions, expan- 
sion of, 284 

Technical— e 
—— education, expansion of, 4, 54, 69 
———institutions, expansion of, 285 
——training of teachers for, 162 
—training, 13 S 
Techno-economic surveys, 150 
Technological research, 253-56 
Tenancy reforms, 33, 209-11 
Textile— 

———industries, investments in, 220 
——mills machinery, 225 

Tidal power, as source of electricity, 262 
Tobacco, expansion of exports of, 93, 

133, 171 

Tool-building equipment, imports of, 19 
Tourism, 267, 274-75 

Traction, demand for power for, 260 
Trade— 

—and commerce, new employment 

expected in, 153 
——unions, encouraging growth of, 
za securing social justice through, 
Trained manpower for India's develop- 
ment, 155, 158 

Transport, 4 s 

——and communications, 266-74 

—— — investments in, 82, 86, 126, 

267 e 
—— — new employment expected in, 
153 ^ 
—— —— progress in, 52-53 
= foreign exchange needs of, 
1 

——enterpri: government-owned, 40 
— facilities, increase in, 44 


——growth of, 

— targets of, 98-99 

Tribal— 

—— areas, improvement of, 306-7 

——people, assistance to, 33, 55, 69, 
102, 305 


U 
Underemployed, number of persons 
15 
Underemployment, 12 


Unemployment, 12, 60, 152 — 
Union of Soviet Socialist Republics, 17, 
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United Nations, help in reclamation of 
desert lands, 204 

United States of America, assistance 
by, 56, 73, 138 

Universities— 

— —jincrease in the number of, 284-85 

— —securing social justice through, 35 

University Grants Commission, 285 

Uranium, 96, 252-53, 262 

Urban community development, pro- 
gramme of, 101, 298-99, 311 

Urbanization, offsetting evils of, 298-99 


V 


Vegetable— 

— cultivation, development of, 48 

—oils, 133, 231, 241 

Veterinary— 

— hospitals, expansion programmes 
for, 193 

—— science, teaching of, 54, 163 

Village and small industries. See also. 
Small industries 

Village and small industries, 51, 130, 
242-46 


ER cooperative societies, 97, 123, 
Vocational tmizing, 149 


Voluntary org. Asations, 35, 102, 148, 
310 . WA 
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Wage boards, 303 

Wages, workers’, 303-4 

Waste land, reclamation of, 4 
Water— I 

——logging, preventive measures, 199 
—power generation from, 262 


— (safe drinking), provision of, 
289-90 
—transport (inland), development 


programmes for, 272 
Waterways, expansion of, 99 
West Germany, aid during Third Plan, 
138, 222 
Wet cultivation techniques, 9, 57, 177 
Wind power, as source of clectricity, 


bomen: increase in education among, 
8 


Wool development, 194-95, 240 

Worker productivity, raising levels 
of, 304 

Workers’ education, 301, 303 

Working conditions, need for improved, 


World Bank, assistance by, 73, 90, 113 
Y 


Yugoslavia, aid during Third Plan, 138 


YA 
Zamindari, abolition of, 47 
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